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“2007 was a breakthrough year for innovation at Intel. We realized the benefits of our invest- 
ments in new products and our ongoing efforts to drive efficiencies. We entered 2008 with the 
best combination of products, silicon technology, and manufacturing leadership in our history.” 


Paul S. Otellini, President and Chief Executive Officer 
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Capital Additions to Property, 
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**Excluding purchased in-process research and development 


Financial results for 2006 and thereafter include the effects of share-based compensation. Financial results for years up to and including 2001 include the effects of goodwill 
amortization. Past performance does not guarantee future results. This Annual Report to Stockholders contains forward-looking statements, and actual results could differ materially. 
Risk factors that could cause actual results to differ are set forth in the “Risk Factors” section and throughout our 2007 Form 10-K, which is included in this Annual Report. 
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40 years of moving technology forward 
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ü ge a " Since it was founded in 1968, Intel has been challenging the status quo. Each new generation of Intel processors offers 
higher performance, better energy efficiency, and more capabilities—unlocking new possibilities for people around the world. 
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Shown left to right are five generations of Intel processors: 45nm Hi-k metal gate Intel” Core™2 processor (2007); Intel? 


Pentium® 4 processor (2000); Intel” Pentium® processor (1993); Intel386" processor (1985); and 4004 microprocessor (1971). 


Letter From Your CEO 


In 2007, we continued to focus on extending 

our product leadership; leveraging our world-class 
process technology and manufacturing capabilities; 
and creating a more efficient, customer-oriented 

: Intel. Our fiscal year results reflect the significant 
N i Ii. progress we have made in all of these areas. 
Revenue in 2007 was $38.3 billion, up 8% over 2006. Our operating 
income was $8.2 billion, up 45% over 2006. Net income for 2007 was 
$7 billion, up 38% over 2006. Our cash dividend payout reached a record 
$2.6 billion, and we announced a 13% increase in our cash dividend 
beginning in the first quarter of 2008. 


Renewed focus on core strengths 

We have renewed our focus on leveraging two core strengths that 

distinguish Intel from the rest of our industry: the Intel® architecture 

and our unmatched ability to bring cutting-edge technologies to 

market year after year. As part of renewing our focus, we have divested 

several smaller operations—including those related to application 

processing, optical, and certain telecom products—and are contributing 

the assets of our NOR flash memory business to a newly formed 

independent company, Numonyx. At the same time, we are investing 

in new areas where we believe the application of highly integrated 

Intel architecture affords large growth opportunities, such as: 

= Energy-efficient, low-cost mobile Internet devices and ultra-mobile 
PCs that enable people to communicate, enjoy digital media, and 
access the Internet wirelessly. 

= New types of consumer electronics devices that combine entertain- 
ment functions with Internet connectivity. 

= Scalable, high-performance visual computing solutions that integrate 
vivid graphics and supercomputing performance for scientific, 
financial services, and other compute-intensive applications. 

= Low-cost PCs designed to meet the needs of first-time computer 
users, particularly in emerging markets. 


Advancing corporate responsibility 

More and more, the global need for energy efficiency is affecting 
everything we do—from how we build and operate our facilities to 
how we design our products. We topped Corporate Responsibility 
Officer magazine's “10 Best Corporate Citizens by Industry 2007” list 
for technology hardware companies, and were the Technology Market 
Supersector Leader of the Dow Jones Sustainability Index for the 
seventh consecutive year. Such recognition acknowledges our global 
health and safety, community, and education programs, as well as 

our efforts to reduce our impact on the environment. 


Ground-breaking products and processes 

We have established a roadmap for sustained technology leadership 
through our “tick-tock” strategy of introducing a new silicon process 
technology approximately every two years and ramping the next 
generation of microarchitecture in the intervening years. 


Our 45-nanometer (nm) processors, launched in November 2007, 
were designed from the ground up with energy efficiency in mind. 
As of the end of February 2008, we offered more than 30 of these 
processors, which are built using Intel 45nm Hi-k metal gate silicon 
technology, an entirely new transistor composition that minimizes 
electrical leakage and enables us to continue the pace of innovation. 
They boast nearly twice the transistor density—up to 820 million 
transistors for quad-core processors—compared to previous chips built 
on our 65nm technology, and have set a number of records on key 
industry performance benchmarks, while consuming less power. These 
eco-friendly processors are also manufactured using a lead-free process. 

We are on track to ship our new, highly innovative microarchitec- 
ture—code-named “Nehalem”—in 2008, extending our lead in both 
performance and power. We have also already demonstrated our 32nm 
process technology, scheduled for introduction in 2009. 


Strong demand for our products 

Throughout 2007, we saw robust demand for our products across 
multiple business segments and geographies. In November 2006, we 
launched the industry's first quad-core processors, and by the end of 
2007, we had shipped more than 6 million quad-core units. In 2007, 
we completed our transition to the Intel® Core™ microarchitecture, 
delivering its energy-efficient performance benefits across our entire 
desktop, mobile, and server processor lines. 

Our integrated platforms—which combine Intel processors and other 
technologies to address specific user needs—continue to provide value 
that customers can't get elsewhere. Platform products such as those 
built with Intel” Centrino® processor technologies have enabled us to 
take advantage of the worldwide shift from desktop to mobility products, 
contributing to revenue growth in that segment of 19% year over year. 


Building on 40 years of innovation 
We have also made significant progress on improving efficiency across 
all of our business operations. For example, during 2007 we achieved 
our goal to reduce the amount of time it takes to process wafers in 
our factories by 50%. We recognized savings of about two and a 
half billion dollars in 2007 and expect additional savings in 2008 as a 
result of our ongoing efficiency efforts. In addition, our 2007 customer 
survey results indicate significant improvements in our customer 
service and responsiveness. 

| am extremely proud of our employees, and as we approach our 40th 
anniversary in July 2008, | have no doubt that they will continue to 
carry on Intel's unwavering commitment to moving technology forward 
and creating products that change people's lives. 


(21.4 Ot.: 


Paul S. Otellini, President and Chief Executive Officer 
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Letter From Your Chairman 2007 Highlights 


Our competitive position is the strongest it 

has been in years. Demand for our industry- 
leading products and manufacturing technol- 
ogies helped drive strong revenue and earnings 
growth in 2007, and our efforts to increase 
operational efficiencies resulted in substantial 
savings. We repurchased more than 111 million shares of stock, 
reported a record cash dividend payout, and announced a 13% 
increase in our cash dividend. 


Despite these positive results and an approximate 32% increase 
in our stock price during 2007, we saw our stock price fall subsequent 
to year-end, due in part to market concerns about a slowdown in the 
U.S. economy and a potential slowing computer marketplace. We have 
an increasingly international business profile—with about 70% of our 


products going to non-U.S. markets—but our stock price continues to O n a of th a “B a st 


be closely coupled to the U.S. economic outlook. i a iz 
Our strategy has been, and continues to be, to invest in new | nve nti O n S of t h @ yea [. 
products, technologies, and business efficiencies regardless of the ups TIME Magazine 
and downs of economic cycles. Currently, we are investing to further 
expand our business in emerging markets and to develop products for 
market segments that we believe offer growth opportunities, such 
as mobile Internet devices, consumer electronics, advanced graphics, 
and low-cost PCs. 
Looking back on 2007, | am reminded of the profound effects 
that our industry has on people across the globe. Through the Intel 
World Ahead Program, we are seeing examples of these effects. 
This program integrates and extends our efforts to provide people in 
emerging markets with technology training and access to affordable, 
connected PCs to improve education, healthcare, and economic 


Intel 45nm Hi-k metal gate silicon technology: 


development. On a recent trip to Baramati, a village in western India, Core Strengths Platform Advantage 
| saw how technology is changing communities. The schools have We are investing in new product By combining Intel® processors and 
few computers, but the villagers’ desire for technology is strong. areas, such as mobile Internet devices other technologies in platform products, 
a g Y and ultra-mobile PCs, that leverage we provide added value that customers 
Local authorities have turned school buses into traveling computer two of our core strengths: Intel® can't get elsewhere, allowing us to 
labs, bringing technology to different schools on various days. | asked architecture and our cutting-edge take advantage of trends such as the 
manufacturing technology. worldwide shift to mobility. 


a 10-year-old girl what her favorite subject was, and she responded, 
“Tuesday.” She said Tuesday was the day the PC bus came to her 
school, and it was the highlight of her week. 

We also collaborate with business and government organizations, 
such as the World Economic Forum and the United Nations, to help 
expand the positive impact that technology can have globally. 
Together, we are not only working to improve lives, but also sowing 
the seeds for our future business—a true win-win proposition. 

| believe we are well-positioned to continue to lead our industry 
in both business and corporate responsibility. We entered 2008 with 


Technology Impact Energy Efficiency 
what | believe is the best combination of products, silicon technology, Through the Intel World Ahead Program, The global need to reduce power usage 
and manufacturing leadership in our history. Our investments should we continue to demonstrate the contributed to strong demand through- 
n n impact that our technology can have tth fi ducts based 
allow us to take advantage of new growth opportunities worldwide. seme alec ee ee 
on improving education, healthcare, on the energy-efficient Intel® Core 
economic development, and governance microarchitecture, including those for 
around the world. compute-intensive server applications. 


Craig R. Barrett, Chairman of the Board 
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PART I 


ITEM 1. BUSINESS 
Industry 


We are the world’s largest semiconductor chip maker, based on revenue. We develop advanced integrated digital technology products, 
primarily integrated circuits, for industries such as computing and communications. Integrated circuits are semiconductor chips etched with 
interconnected electronic switches. We also develop platforms, which we define as integrated suites of digital computing technologies that 
are designed and configured to work together to provide an optimized user computing solution compared to ingredients that are used 
separately. Our goal is to be the preeminent provider of semiconductor chips and platforms for the worldwide digital economy. We offer 
products at various levels of integration, allowing our customers flexibility to create advanced computing and communications systems and 
products. 


We were incorporated in California in 1968 and reincorporated in Delaware in 1989. Our Internet address is www.intel.com. On this web 
site, we publish voluntary reports, which we update annually, outlining our performance with respect to corporate responsibility, including 
environmental, health, and safety compliance. On our Investor Relations web site, located at www.intc.com, we post the following filings as 
soon as reasonably practicable after they are electronically filed with, or furnished to, the U.S. Securities and Exchange Commission (SEC): 
our annual, quarterly, and current reports on Forms 10-K, 10-Q, and 8-K; our proxy statements; and any amendments to those reports or 
statements. All such filings are available on our Investor Relations web site free of charge. The SEC also maintains a web site 
(www.sec.gov) that contains reports, proxy and information statements, and other information regarding issuers that file electronically with 
the SEC. The content on any web site referred to in this Form 10-K is not incorporated by reference into this Form 10-K unless expressly 
noted. 


Products 


We currently offer products in a broad range of categories. These products include: 

e microprocessors with one, two, or four processor cores, designed for desktops, workstations, servers, notebooks, embedded 
products, communications products, and consumer electronics; 

e chipsets designed for desktops, workstations, servers, notebooks, embedded products, communications products, and consumer 
electronics; 

e motherboard products designed for our desktop, workstation, and server platforms; 

e NAND flash memory products primarily used in digital audio players, memory cards, and system-level applications, such as solid- 
state drives; 

+ NOR flash memory products (during the first quarter of 2008, we expect to complete the divestiture of our NOR flash memory 
assets to Numonyx; see “Note 13: Divestitures” in Part II, Item 8 of this Form 10-K); 

e wired and wireless Internet connectivity products, including network adapters and embedded wireless cards, based on industry- 
standard technologies used to translate and transmit data in packets across networks; 

e other communications infrastructure products—including network processors, communications boards, and optical transponders— 
that are basic building blocks for modular communications platforms; 

e networked storage products that allow storage resources to be added to either of the two most prevalent types of networking 
technology: Ethernet or Fibre Channel; and 

e software products and services that help enable and advance the computing ecosystem. 


We offer features to improve microprocessor capabilities that can enhance system performance and user experience. For example, we offer 
Intel® Active Management Technology (Intel® AMT), which helps information technology managers diagnose, fix, and protect enabled 
systems that are plugged into a power source and connected to a network, even if a computer is turned off or has a failed hard drive or 
operating system. We also offer Intel® Virtualization Technology (Intel® VT), which can enable a single computer system to function as 
multiple virtual systems by running multiple operating systems and applications, thereby consolidating workloads and providing increased 
security and management capabilities. In addition, our Intel® Core™ microarchitecture includes other features that can increase performance 
and energy efficiency. To take advantage of these features, a computer system must have a microprocessor that supports a chipset and BIOS 
(basic input/output system) that use, and software that is optimized for, the technology. Performance will vary depending on the system 
hardware and software used. 


We offer platforms that incorporate various components and technologies. A platform typically includes a microprocessor, chipset, and 
enabling software and may include additional hardware, services, and support. In developing our platforms, we may include components 
made by other companies. A component is one of any number of software or hardware features that may be incorporated into a computer, 
handheld device, or other computing system, including a microprocessor, chipset, motherboard, memory, wired or wireless connectivity 
device, or software. We refer to the platform brands within our product offerings as processor technologies. 


We strive to design computing and communications systems and devices with improved overall performance and/or improved 
energy-efficient performance. Improved overall performance can include faster processing performance and other improved capabilities such 
as multithreading and multitasking. Performance can also be improved through enhanced connectivity, security, manageability, utilization, 
reliability, ease of use, and interoperability among devices. Improved energy-efficient performance involves balancing the addition of 
improved performance factors with lower power consumption. Lower power consumption may reduce system heat output, thereby providing 
power savings and reducing the total cost of ownership for the user. 


Following is detailed information on our major product categories: 


A microprocessor is the central processing unit (CPU) of a computer system. It processes system data and controls other devices in the 
system, acting as the “brains” of the computer. The following characteristics of a microprocessor may affect overall performance: 

e Multi-core processors. Multi-core processors contain two or more processor cores, which enable improved multitasking and 
energy-efficient performance because computing tasks can be distributed across multiple cores. 

e CPU design. Microprocessor design can refer to the microarchitecture and/or the architecture. We use the term 
“microarchitecture” when referring to the layout, density, and logical design of each product generation. The term “architecture” 
generally refers to the largest size of numerical data that a microprocessor can handle, measured in bits (the smallest unit of 
information). Intel® Itanium® branded products are based on our 64-bit architecture (IA-64); our other microprocessor products are 
based on our 32-bit architecture ([A-32). Microprocessors with 64-bit processing capability can address significantly more memory 
than 32-bit microprocessors. One way to provide 64-bit processing capability is for processors based on 32-bit architecture to have 
64-bit address extensions. The majority of our microprocessors are equipped with Intel® 64 architecture, which provides 64-bit 
address extensions, supporting both 32-bit and 64-bit software applications. 

e Clock speed. Clock speed is the rate at which a microprocessor’s internal logic operates and is one measure of a microprocessor’s 
performance. 

e Memory size and access speed. Cache is a memory that can be located directly on the microprocessor, permitting quicker access 
to frequently used data and instructions. Some of our microprocessors have additional levels of cache to enable higher levels of 
performance. Memory storage is measured in bytes (8 bits per byte), with 1,024 bytes equaling a kilobyte (KB), 1.049 million 
bytes equaling a megabyte (MB), and 1.074 billion bytes equaling a gigabyte (GB). 

e Speed of communication between the CPU and the chipset. A bus carries data between parts of the system. A faster bus allows for 
faster data transfer into and out of the processor, enabling increased performance. 


The chipset operates as the PC’s “nervous system,” sending data between the microprocessor and input, display, and storage devices, such 
as the keyboard, mouse, monitor, hard drive, and CD or DVD drive. Chipsets perform essential logic functions, such as balancing the 
performance of the system and removing bottlenecks. Chipsets also extend the graphics, audio, video, and other capabilities of many 
systems based on our microprocessors. Finally, chipsets control the access between the CPU and main memory. 


A motherboard is the principal board within a system. A motherboard has connectors for attaching devices to the bus, and typically contains 
the CPU, memory, and the chipset. 


Flash memory is a specialized type of memory component used to store user data and program code; it retains this information even when 
the power is off, and provides faster access to data than traditional hard drives. Flash memory has no moving parts, unlike devices such as 
rapidly spinning disk drives, allowing flash memory to be more tolerant of bumps and shocks. Flash memory is based on either NOR or 
NAND architecture. NOR flash memory, with its fast access or “read” capabilities, has traditionally been used to store executable code. 
NAND flash memory, which is slower in reading data but faster in writing data, has become the preferred flash memory for storing large 
quantities of data. 


Wired and wireless Internet connectivity products, such as network adapters and embedded wireless cards, are based on industry-standard 
technologies used to translate and transmit data in packets across networks. Our wireless connectivity products are based on either the 
802.11 or 802.16 industry standard. The 802.11 communication standard refers to a family of specifications commonly known as WiFi 
technology. We also have developed and are developing wireless connectivity products for both mobile and fixed networks based on the 
802.16 industry standard, commonly known as WiMAX, which is short for Worldwide Interoperability for Microwave Access. WiMAX is a 
standards-based wireless technology providing high-speed broadband connectivity that makes it possible to connect users to networks 
wirelessly, as well as networks to other networks, up to several miles apart. 


Communications infrastructure products include advanced, programmable processors used in networking equipment that rapidly manage 
and direct data moving across the Internet and networks. Our modular communications platforms are based on telecommunications industry 
standards, such as carrier grade, allowing communications and media services to be managed independently from the network itself. Unlike 
proprietary systems platforms, carrier-grade, rack-mount servers based on our modular communications platforms are standards-based 
solutions that offer network infrastructure builders flexible, low-cost, low-power-consumption options for designing their networks. 


Below, we discuss our key products and processor technologies, including some key introductions, for our major operating segments. For a 
discussion of our strategy, see “Management’s Discussion and Analysis of Financial Condition and Results of Operation” in Part II, Item 7 
of this Form 10-K. 


Digital Enterprise Group 


The Digital Enterprise Group (DEG)’s products are incorporated into desktop computers, enterprise computing servers, workstations, a 
broad range of embedded applications, and other products that help make up the infrastructure for the Internet. DEG’s products include 
microprocessors and related chipsets and motherboards designed for the desktop and enterprise computing market segments; 
microprocessors, chipsets, and other components for communications infrastructure equipment, such as network processors, communications 
boards, and embedded processors; wired connectivity devices; and products for network and server storage. 


Net revenue for the DEG operating segment constituted 53% of our consolidated net revenue in 2007 (56% in 2006 and 65% in 2005). 
Revenue from sales of microprocessors within the DEG operating segment represented 40% of consolidated net revenue in 2007 (41% in 
2006 and 50% in 2005). 


Desktop Market Segment 


Our current desktop microprocessor offerings include the: 
e Intel® Core™2 Quad processor e Intel® Celeron® Dual-Core processor 
e Intel® Core™2 Duo processor e Intel® Celeron® processor 
e Intel® Pentium® Dual-Core processor 


Most of these microprocessors are based on the Intel Core microarchitecture. Intel Core microarchitecture-based processors are designed for 
energy-efficient performance and are manufactured using either 65- or 45-nanometer (nm) process technology. We offer microprocessors at 
a variety of price/performance points: from the high-end Intel Core 2 Quad processor with four processor cores, designed for 
processor-intensive tasks in demanding multitasking environments, to the Intel Celeron processor designed to provide value, quality, and 
reliability for basic computing needs. The related chipsets for our desktop microprocessor offerings primarily include the Intel® 945G 
Chipset, the Intel® Q965 Chipset, and Intel® 3 Series Chipsets. 


We also offer processor technologies based on our microprocessors, chipsets, and motherboard products that are optimized for the desktop 
market segment. For business desktop PCs, we offer the Intel® Core™2 processor with vPro™ technology, which is designed to provide 
increased security and manageability, energy-efficient performance, and lower cost of ownership. 


Our new product offerings in 2007 and early 2008 include: 

e Intel Core 2 Quad processors designed for processor-intensive tasks in demanding multitasking environments. 

e Intel 3 Series Chipsets designed to be used with Intel Core microarchitecture-based processors, including 45nm products. These 
chipsets help improve system performance, energy efficiency, and video and sound quality. 

e A new generation of Intel Core 2 processors with vPro technology, which includes Intel® Trusted Execution Technology 
(Intel® TXT), designed to help protect business PCs and data within virtualized computing environments against hacking, viruses, 
and other threats. Intel Core 2 processors with vPro technology include the Intel® Q35 Chipset and feature Intel VT and Intel 
AMT. 

e Intel Core 2 Quad processors and Intel Core 2 Duo processors designed for mainstream desktop PCs and manufactured using our 
new 45nm Hi-k metal gate silicon technology (45nm process technology). 


Enterprise Market Segment 


Our current server and workstation microprocessor offerings include the: 
e Quad-Core Intel® Xeon® processor 
e Dual-Core Intel® Xeon® processor 
e Dual-Core Intel® Itanium® processor 


Our Intel® Xeon® processor family of products supports a range of entry-level to high-end technical and commercial computing 
applications, and is based on the Intel Core microarchitecture. Compared to our Intel Xeon processor family, our Intel Itanium processor 
family generally supports an even higher level of reliability and computing performance for data processing, the handling of high 
transaction volumes and other compute-intensive applications for enterprise-class servers, as well as supercomputing solutions. 


We also offer platforms that are optimized for use in the enterprise market segment, which includes entry-level to high-end servers and 
workstations. Servers, which often have multiple microprocessors or cores working together, manage large amounts of data, direct data 
traffic, perform complex transactions, and control central functions in local and wide area networks and on the Internet. Workstations 
typically offer higher performance than standard desktop PCs, and are used for applications such as engineering design, digital content 
creation, and high-performance computing. 


Our new product offerings in 2007 and early 2008 include: 

e Quad-Core Intel Xeon processors designed for single-socket servers, dual-processor (DP) servers, and multi-processor (MP) 
servers. We also introduced low-voltage versions of the Quad-Core Intel Xeon processor designed for DP and MP servers. 

e An industry-standard, four-processor server platform based on our processors for MP servers. The platform includes a new chipset 
designed to enhance data traffic between the processors, memory, and I/O connections. 

e A new generation of Intel Itanium processors, including both dual- and single-core versions, designed for high-end applications. 
The new series includes extensive virtualization and other advanced features designed to improve reliability and reduce power 
consumption. 

e Quad-core and dual-core Intel Xeon processors manufactured using our new 45nm process technology. The new processors are 
designed to increase computer performance while lowering power consumption. We also introduced three platforms to support the 
new 45nm processors, including a platform designed for high-bandwidth, high-performance computing; a cost-optimized platform 
designed to support either one or two processors and reduce power consumption by using DDR2 memory; and a platform designed 
for single-processor, entry-level servers. 

+ Modular server building blocks based on Intel® Multi-Flex Technology, designed to enable system builders to easily integrate 
computing, networking, and storage capabilities into one system to meet the needs of a small- or mid-size business. The building 
blocks support up to six server compute nodes and 14 serial attached hard disk drives. 


Communications Infrastructure Products 
In 2007, we introduced the Quad-Core Intel Xeon processor 5300 series for the embedded computing segment. In addition, we announced 


the Intel® IP Network Server NSC2U, powered by two 5300 series processors. The server includes the Intel® 5000P chipset and features a 
rugged chassis and compact form factor. 


Networked Storage Products 


In 2007, we introduced the Intel® Storage Server SSR212MC2. Designed for small- and mid-size businesses, this storage server is powered 
by either the Quad-Core Intel Xeon processor 5300 series or the Dual-Core Intel Xeon processor 5100 series. 


Mobility Group 
The Mobility Group’s products include microprocessors and related chipsets designed for the notebook market segment, wireless 
connectivity products, and energy-efficient products designed for the ultra-mobile market segment. We also offer Intel® Centrino® processor 


technologies based on our microprocessors, chipsets, and wireless network connections. 


Net revenue for the Mobility Group operating segment constituted 38% of our consolidated net revenue in 2007 (35% in 2006 and 29% in 
2005). Revenue from sales of microprocessors within the Mobility Group operating segment represented 28% of consolidated net revenue in 
2007 (26% in 2006 and 22% in 2005). 


Our current mobile microprocessor offerings include the: 


e Intel® Core™2 Extreme mobile processor e Intel® Core™2 Solo mobile processor 
e Intel® Core™2 Duo mobile processor e Intel® Celeron® M processor 
e Intel® Pentium® Dual-Core mobile processor e Intel® Celeron? processor 


We offer mobile microprocessors at a variety of price/performance points: from the Intel Core 2 Extreme mobile processor designed for 
gaming to the Intel Celeron processor designed to provide value, quality, and reliability for basic computing needs. The related chipsets for 
our mobile microprocessor offerings primarily include the Mobile Intel® 965 Express Chipset and the Mobile Intel® 945 Express Chipset. 


We offer our processors in various packaging options, giving our customers flexibility for a wide range of system designs for notebook PCs, 
tablet PCs, and other mobile computing devices. We also offer low-power microprocessors and chipsets designed for ultra-mobile devices, 
including products for ultra-mobile PCs and mobile Internet devices (MIDs). 


In 2007, the majority of the revenue in the Mobility Group operating segment was from sales of our Intel Centrino processor technology 
and Intel® Centrino® with vPro™ technology products. Intel Centrino processor technologies are designed to provide high performance with 
improved multitasking, power-saving features to improve battery life, small form factor, wireless network connectivity, and improved boot 
times. Intel Centrino with vPro technology includes the features of Intel Centrino processor technology and is designed to provide mobile 
business PCs with increased security, manageability, and energy-efficient performance. These processor technologies enable users to take 
advantage of wireless capabilities at work, at home, and at thousands of wireless “hotspots” installed around the world. 


Our new product offerings in 2007 and early 2008 include: 

e A new generation of Intel Centrino processor technology and Intel Centrino with vPro technology, based on the Intel Core 2 Duo 
processor. Intel Centrino with vPro technology is designed specifically for business users and includes Intel AMT. Both of these 
processor technologies include the Mobile Intel 965 Express Chipset and the option of Intel® Turbo Memory, a technology that can 
reduce the amount of time required for a system to turn on, boot up, or access software applications. Also included in these 
processor technologies is the Intel® Next-Gen Wireless-N Network Connection, which is based on the draft 802.11n WiFi 
specification. This network connection is designed to provide faster data transmission over a longer range than previous Intel WiFi 
products. 

e Intel Core 2 Extreme dual-core mobile processors, including a version manufactured using our new 45nm process technology. 
These processors are designed to bring advanced video, gaming, and computing performance to laptop systems. 

e The Intel® Ultra Mobile Platform 2007, which includes a low-power processor, a chipset, and a controller hub. This platform is 
designed for MIDs and ultra-mobile PCs. 

e Intel Core 2 Duo mobile processors manufactured using our new 45nm process technology. These processors include new video 
and graphics capabilities, as well as a battery-saving Deep Power Down Technology, which reduces the power of the processor 
when it is not running data or instructions. 


NAND Products Group 


We offer NAND flash memory products primarily used in digital audio players, memory cards, and system-level applications, such as 
solid-state drives. These products are currently available in densities of up to 16 gigabits (Gb), and in stacked packaging in densities of up 
to 64 Gb. Additionally, we offer multi-level cell NAND flash memory products, which enable storage of multiple bits of data within a 
single cell. Our NAND flash memory products are manufactured by IM Flash Technologies, LLC (IMFT) using 50nm or 72nm process 
technology. See “Note 19: Ventures” in Part II, Item 8 of this Form 10-K. 


Our new product offerings in 2007 and early 2008 include: 

+ The Intel® Z-U130 Value Solid-State Drive, designed as an alternative to rotating magnetic disk drive technology for storage in 
computing systems and embedded applications. The product is based on NAND flash memory, has industry-standard USB 
interfaces, and is available in densities ranging from | GB to 8 GB. 

e The Intel® Z-P140 Solid-State Drive, designed for storage in MIDs and digital entertainment and embedded products. This ultra- 
small, low-power storage product is based on NAND flash memory, has an industry-standard parallel-ATA interface, and is 
available in densities of 2 GB and 4 GB (extendable up to 16 GB). 


Flash Memory Group 


Currently, we offer NOR flash memory products. During the first quarter of 2008, we expect to complete the divestiture of our NOR flash 
memory assets to Numonyx. We expect to enter into supply and transition service agreements to provide products, services, and support to 
Numonyx following the close of the transaction. 


Digital Home Group 


The Digital Home Group offers products for use in PCs and in-home consumer electronics devices designed to access and share Internet, 
broadcast, optical media, and personal content through a variety of linked digital devices within the home. In addition, we offer components 
for high-end enthusiast PCs, mainstream PCs with rich audio and video capabilities, and consumer electronics devices such as digital TVs, 
high-definition media players, and set-top boxes. 


We offer the Intel® Core™2 processor with Viiv™ technology, which is designed to make it easier for users to download, manage, and share 
the growing amount of digital programming available worldwide, and view that programming on a choice of TVs, PCs, or handheld 
products. Intel Core 2 processors with Viiv technology include a microprocessor, a chipset, a network connectivity device, and enabling 
software—all optimized to work together in the digital home environment. Certain desktop microprocessors offered by DEG may include 
Intel® Viiv™ technology. 


Our current digital home microprocessor offerings also include the Intel® Core™2 Extreme dual-core processor and the Intel® Core™2 
Extreme quad-core processor. 


Our new product offerings in 2007 and early 2008 include: 

e Intel Core 2 Extreme quad-core processors designed for gamers, digital design professionals, and PC enthusiasts. Included is the 
first Intel Core 2 Extreme quad-core processor manufactured using our new 45nm process technology. This 45nm processor 
incorporates a larger cache than previous Intel Core 2 Extreme quad-core processors, and is designed to increase computing 
performance while using less power. 

e The Intel® CE 2110 Media Processor, which combines an Intel XScale® processor core, hardware video decoders, DDR memory 
interface, and 2D/3D graphics accelerators on a single chip. This “system-on-a-chip” architecture is designed for consumer 
electronics devices such as digital set-top boxes and networked media players. 


Manufacturing and Assembly and Test 


As of December 29, 2007, 73% of our wafer fabrication, including microprocessor, chipset, NOR flash memory, communications, and other 
silicon fabrication, was conducted within the U.S. at our facilities in Arizona, New Mexico, Oregon, Massachusetts, and California. The 
remaining 27% of our wafer fabrication was conducted outside the U.S. at our facilities in Ireland and Israel. 


As of December 29, 2007, we primarily manufactured our products in wafer fabrication facilities at the following locations: 


Products Wafer Size Process Technology Locations 
MICTOPrOCESSOSS ooo 300mm 45nm Oregon, Arizona 
Microprocessors and chipsets ................ 300mm 65nm Arizona, Ireland, Oregon 
Chipsets and other products ...............o.. 300mm 90nm New Mexico, Ireland 
NOSE 200mm 65nm-130nm Israel, Ireland, California 
Chipsets and other products ...............o.. 200mm 130nm and above Oregon, Massachusetts, Arizona, Ireland 


We expect to increase the capacity of certain facilities listed above through additional investments in capital equipment. In addition to our 
current facilities, we are building a facility in Israel that is expected to begin wafer fabrication for microprocessors on 300mm wafers using 
45nm process technology in the second half of 2008. Also, we are building a 300mm wafer fabrication facility in China that is expected to 
begin production in 2010. 


As of December 29, 2007, the majority of our microprocessors were manufactured on 300mm wafers using our 65nm process technology. 
In 2007, we started manufacturing microprocessors using our new 45nm process technology, which enables higher and more energy- 
efficient processor performance. The benefits of moving to each succeeding generation of manufacturing process technology can include 
using less space per transistor, reducing heat output from each transistor, and/or increasing the number of integrated features on each chip. 
These advancements can result in microprocessors that are higher performing, consume less power, and/or cost less to manufacture. 


To augment capacity, we use third-party manufacturing companies (foundries) to manufacture wafers for certain components, including 
chipset, networking, and communications products. In addition, we primarily use subcontractors to manufacture board-level products and 
systems, and purchase certain communications networking products from external vendors, principally in the Asia-Pacific region. 


Our NAND flash memory products are manufactured by IMFT, a NAND flash memory manufacturing company that we formed with 
Micron Technology, Inc. in 2006. We currently purchase 49% of the manufactured output of IMFT. See “Note 19: Ventures” in Part II, 
Item 8 of this Form 10-K. 


Following the manufacturing process, the majority of our components are subject to assembly and test. We perform our components 
assembly and test at facilities in Malaysia, China, the Philippines, and Costa Rica. We plan to continue investing in new assembly and test 
technologies as well as increasing the capacity of our existing facilities and building new facilities to keep pace with our microprocessor, 
chipset, and communications technology improvements. In line with these plans, we are building a new assembly and test facility in 
Vietnam, which is expected to begin production in 2009. This facility will have greater square footage than each of our current facilities, 
which will enable us to take advantage of greater economies of scale. To augment capacity, we use subcontractors to perform assembly of 
certain products, primarily flash memory, chipsets, and networking and communications products. Assembly and test of NAND flash 
memory products, manufactured by IMFT, is performed by Micron and other external subcontractors. 


Our employment practices are consistent with, and we expect our suppliers and subcontractors to abide by, local country law. In addition, 
we impose a minimum employee age requirement as well as progressive environmental, health, and safety requirements regardless of local 
law. 


We have thousands of suppliers, including subcontractors, providing our various materials and service needs. We set expectations for 
supplier performance and reinforce those expectations with periodic assessments. We communicate those expectations to our suppliers 
regularly and work with them to implement improvements when necessary. We seek, where possible, to have several sources of supply for 
all of these materials and resources, but we may rely on a single or limited number of suppliers, or upon suppliers in a single country. In 
those cases, we develop and implement plans and actions to reduce the exposure that would result from a disruption in supply. We have 
entered into long-term contracts with certain suppliers to ensure a portion of our silicon supply. 


Our products typically are produced at multiple Intel facilities at various sites around the world, or by subcontractors who have multiple 
facilities. However, some products are produced in only one Intel or subcontractor facility, and we seek to implement actions and plans to 
reduce the exposure that would result from a disruption at any such facility. See “Risk Factors” in Part I, Item 1A of this Form 10-K. 


Research and Development 


We are committed to investing in world-class technology development, particularly in the area of the design and manufacture of integrated 
circuits. Research and development (R&D) expenditures in 2007 were $5.8 billion ($5.9 billion in fiscal year 2006 and $5.1 billion in fiscal 
year 2005). 


Our R&D activities are directed toward developing the technology innovations that we believe will deliver our next generation of products 
and platforms, which will in turn enable new form factors and new usage models for businesses and consumers. Our R&D activities range 
from design and development of products to developing and refining manufacturing processes, as well as researching future technologies 
and products. 


We are focusing our R&D efforts on advanced computing, communications, and wireless technologies as well as energy efficiency by 
developing new microarchitectures, advancing our silicon manufacturing process technology, delivering the next generation of 
microprocessors and chipsets, improving our platform initiatives, and developing software solutions and tools to support our technologies. 
Our R&D efforts enable new levels of performance and address areas such as scalability for multi-core architectures, system manageability 
and security, energy efficiency, digital content protection, ease of use, and new communications capabilities. In the area of wireless 
communications, our initiatives focus on delivering the technologies that will enable improved wireless capabilities, including expanding 
and proliferating WiMAX technologies and products. 


As part of our R&D efforts, we plan to introduce a new microarchitecture for our mobile, desktop, and Intel Xeon processors approximately 
every two years and ramp the next generation of silicon process technology in the intervening years. We refer to this as our “tick-tock” 
technology development cadence. Our leadership in silicon technology has enabled us to make “Moore’s Law” a reality. Moore’s Law 
predicted that transistor density on integrated circuits would double about every two years. Our leadership in silicon technology has also 
helped to expand on the advances anticipated by Moore’s Law by bringing new capabilities into silicon and producing new products and 
platforms optimized for a wider variety of applications. In 2007, we started manufacturing microprocessors on our new 45nm Hi-k metal 
gate silicon technology, and we expect to introduce a new microarchitecture on 45nm process technology in 2008. We are currently 
developing 32nm process technology, our next-generation process technology, and expect to begin manufacturing products using that 
technology in 2009. 


Our R&D model is based on a global organization that emphasizes a collaborative approach in identifying and developing new 
technologies, leading standards initiatives, and influencing regulatory policy to accelerate the adoption of new technologies. Our R&D 
initiatives are performed by various business groups within the company, and we centrally manage key cross-business group product 
initiatives to align and prioritize our R&D activities across these groups. In addition, we may augment our R&D initiatives by investing in 
companies or entering into agreements with companies that have similar R&D focus areas. For example, we have an agreement with 
Micron for joint development of NAND flash memory technologies. 


We also work with a worldwide network of academic, government, and industry researchers, scientists, and engineers in the computing and 
communications fields. Our network of technology professionals allows us, as well as others in our industry, to benefit from development 
initiatives in a variety of areas, eventually leading to innovative technologies for users. We believe that we are well positioned in the 
technology industry to help drive innovation, foster collaboration, and promote industry standards that will yield innovative and improved 
technologies for users. 


Employees 


In September 2006, we announced a restructuring plan that has resulted in headcount reductions, primarily through workforce reductions, 
attrition, and targeted business divestitures. See “Results of Operations” within “Management’s Discussion and Analysis of Financial 
Condition and Results of Operation” in Part II, Item 7 of this Form 10-K for further details regarding our restructuring actions. As of 
December 29, 2007, we had approximately 86,300 employees worldwide, with more than 50% of these employees located in the U.S. 
Worldwide, we had approximately 94,100 employees as of December 30, 2006 and 99,900 as of December 31, 2005. 


Sales and Marketing 
Customers 


We sell our products primarily to original equipment manufacturers (OEMs) and original design manufacturers (ODMs). ODMs provide 
design and/or manufacturing services to branded and unbranded private-label resellers. In addition, we sell our products to other 
manufacturers, including makers of a wide range of industrial and communications equipment. Our customers also include PC and network 
communications products users who buy PC components and our other products through distributor, reseller, retail, and OEM channels 
throughout the world. In certain instances, we have entered into supply agreements to continue to manufacture and sell products of divested 
business lines to acquiring companies during certain transition periods. 


Our worldwide reseller sales channel consists of thousands of indirect customers who are systems builders that purchase Intel 
microprocessors and other products from our distributors. We have a “boxed processor program” that allows distributors to sell Intel 
microprocessors in small quantities to these systems-builder customers; boxed processors are also available in direct retail outlets. 


In 2007, Dell Inc. accounted for 18% of our net revenue (19% in 2006), and Hewlett-Packard Company accounted for 17% of our net 
revenue (16% in 2006). No other customer accounted for more than 10% of our net revenue. For information about revenue and operating 
profit by operating segment, and revenue from unaffiliated customers by geographic region/country, see “Management’s Discussion and 
Analysis of Financial Condition and Results of Operation” in Part II, Item 7 and “Note 22: Operating Segment and Geographic 
Information” in Part II, Item 8 of this Form 10-K. 


Sales Arrangements 


Our products are sold or licensed through sales offices throughout the world. Sales of our products are typically made via purchase orders 
that contain standard terms and conditions covering matters such as pricing, payment terms, and warranties, as well as indemnities for 
issues specific to our products, such as patent and copyright indemnities. From time to time, we may enter into additional agreements with 
customers covering, for example, changes from our standard terms and conditions, new product development and marketing, private-label 
branding, and other matters. Most of our sales are made using electronic and web-based processes that allow the customer to review 
inventory availability and track the progress of specific goods ordered. Pricing on particular products may vary based on volumes ordered 
and other factors. We also offer discounts, rebates, and other incentives to customers to increase acceptance of our products and technology. 


Our products are typically shipped under terms that transfer title to the customer, even in arrangements for which the recognition of revenue 
on the sale is deferred. Our standard terms and conditions of sale typically provide that payment is due at a later date, generally 30 days 
after shipment, delivery, or the customer’s use of the product. Our credit department sets accounts receivable and shipping limits for 
individual customers to control credit risk to Intel arising from outstanding account balances. We assess credit risk through quantitative and 
qualitative analysis, and from this analysis, we establish credit limits and determine whether we will seek to use one or more credit support 
devices, such as obtaining some form of third-party guaranty or standby letter of credit, or obtaining credit insurance for all or a portion of 
the account balance if necessary. Credit losses may still be incurred due to bankruptcy, fraud, or other failure of the customer to pay. See 
“Schedule [I—Valuation and Qualifying Accounts” in Part IV of this Form 10-K for information about our allowance for doubtful 
receivables. 


Distribution 


Typically, distributors handle a wide variety of products, including those that compete with our products, and fill orders for many customers. 
Most of our sales to distributors are made under agreements allowing for price protection on unsold merchandise and a right of return on 
stipulated quantities of unsold merchandise. We also utilize third-party sales representatives who generally do not offer directly competitive 
products but may carry complementary items manufactured by others. Sales representatives do not maintain a product inventory; instead, 
their customers place orders directly with us or through distributors. 


Backlog 
We do not believe that backlog as of any particular date is meaningful, as our sales are made primarily pursuant to standard purchase orders 


for delivery of products. Only a small portion of our orders is non-cancelable, and the dollar amount associated with the non-cancelable 
portion is not significant. 


Seasonal Trends 


Our microprocessor sales generally have followed a seasonal trend; however, there can be no assurance that this trend will continue. 
Historically, our sales of microprocessors have been higher in the second half of the year than in the first half of the year. Consumer 
purchases of PCs have been higher in the second half of the year, primarily due to back-to-school and holiday demand. In addition, 
purchases from businesses have tended to be higher in the second half of the year. 


Marketing 


Our corporate marketing focus is on advanced multi-core microprocessors. Multi-core microprocessors are at the center of our most 
advanced processor technologies, which include Intel Centrino processor technologies, Intel Core 2 processors with vPro technology, and 
Intel Core 2 processors with Viiv technology. The Intel Core 2 Quad, Intel Core 2 Extreme, Intel Core 2 Duo, Itanium, Intel Xeon, Pentium, 
and Celeron trademarks make up our processor brands. We promote brand awareness and generate demand through our own direct 
marketing as well as co-marketing programs. Our direct marketing activities include television, print and web-based advertising, as well as 
press relations, consumer and trade events, and industry and consumer communications. We market to consumer and business audiences and 
focus on building awareness and generating demand for increased performance, power efficiency, and new capabilities. 


Purchases by customers often allow them to participate in cooperative advertising and marketing programs such as the Intel Inside® 
program. This program broadens the reach of our brands beyond the scope of our own direct advertising. Through the Intel Inside program, 
certain customers are licensed to place Intel logos on computers containing our microprocessors and processor technologies, and to use our 
brands in marketing activities. The program includes a market development component that accrues funds based on purchases and partially 
reimburses the OEMs for marketing activities for products featuring Intel brands, subject to the OEMs meeting defined criteria. These 
marketing activities primarily include television, web-based marketing, and print, and in the beginning of 2008, we increased our focus on 
web-based marketing. We have also entered into joint marketing arrangements with certain customers. 


Competition 


Our products compete primarily based on performance, features, price, quality, brand recognition, and availability. Our ability to compete 
depends on our ability to provide innovative products and worldwide support for our customers at competitive prices, including providing 
improved energy-efficient performance, enhanced security, manageability, and integrated solutions. In addition to our various computing, 
networking, and communications products, we offer platforms that incorporate various components designed and configured to work 
together to provide an optimized user computing solution compared to ingredients that are used separately. 


The semiconductor industry is characterized by rapid advances in technology and new product introductions. As unit volumes of a particular 
product grow, production experience is accumulated and costs typically decrease, further competition develops, and as a result, prices 
decline. The life cycle of our products is very short, sometimes less than a year. Our ability to compete depends on our ability to improve 
our products and processes faster than our competitors, anticipate changing customer requirements, and develop and launch new products 
and platforms, while reducing our average per-unit costs. See “Risk Factors” in Part I, Item 1A of this Form 10-K. 


Many companies compete with us in the various computing, networking, and communications market segments, and are engaged in the 
same basic business activities, including R&D. Worldwide, these competitors range in size from large established multinational companies 
with multiple product lines to smaller companies and new entrants to the marketplace that compete in specialized market segments. Some 
of our competitors may have development agreements with other companies, and in some cases our competitors may also be our customers 
and/or suppliers. Product offerings may cross over into multiple product categories, offering us new opportunities but also resulting in more 
competition. It may be difficult for us to compete in market segments where our competitors have established products and brand 
recognition. 
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We believe that our network of manufacturing facilities and assembly and test facilities gives us a competitive advantage. This network 
enables us to have more direct control over our processes, quality control, product cost, volume, timing of production, and other factors. 
These facilities require significant up-front capital spending, and many of our competitors do not own such facilities because they may not 
be able to afford to do so or because their business models involve the use of third-party facilities for manufacturing and assembly and test. 
These “fabless semiconductor companies” include Broadcom Corporation, NVIDIA Corporation, QUALCOMM Incorporated, and VIA 
Technologies, Inc. (VIA). Some of our competitors own portions of such facilities through investment or joint-venture arrangements with 
other companies. A group of foundries and assembly and test subcontractors offer their services to companies that do not own facilities or 
to companies needing additional capacity. These foundries and subcontractors may also offer intellectual property, design services, and other 
goods and services to our competitors. Competitors who outsource their manufacturing and assembly and test operations can significantly 
reduce their capital expenditures. 


We plan to continue to cultivate new businesses and work with the computing and communications industries through standards bodies, 
trade associations, OEMs, ODMs, and independent software and operating system vendors to help align the industry to offer products that 
take advantage of the latest market trends and usage models. We frequently participate in industry initiatives designed to discuss and agree 
upon technical specifications and other aspects of technologies that could be adopted as standards by standards-setting organizations. Our 
competitors may also participate in the same initiatives and specification development. Our participation does not ensure that any standards 
or specifications adopted by these organizations will be consistent with our product planning. 


Microprocessors 


We continue to be largely dependent on the success of our microprocessor business. Our ability to compete depends on our ability to deliver 
new microprocessor products with improved overall performance and/or improved energy-efficient performance at competitive prices. Some 
of our microprocessor competitors, such as Advanced Micro Devices, Inc. (AMD), market software-compatible products that compete with 
our processors. We also face competition from companies offering rival architecture designs, such as Cell Broadband Engine Architecture 
developed jointly by International Business Machines Corporation (IBM), Sony Corporation, and Toshiba Corporation; Power Architecture* 
offered by IBM; ARM architecture (Advanced RISC Machine) developed by ARM Limited; and Scalable Processor Architecture (SPARC*) 
offered by Sun Microsystems, Inc. 


The following is a list of our main microprocessor competitors by market segment: 
e Desktop: AMD and VIA 
e Mobile: AMD and VIA 
e Enterprise: AMD, IBM, and Sun Microsystems 
e Embedded: AMD, Freescale Semiconductor, Inc., and VIA 


Chipsets 


Our chipsets compete in the various market segments against different types of chipsets that support either our microprocessor products or 
rival microprocessor products. Competing chipsets are produced by companies such as AMD (including chipsets marketed under the ATI 
Technologies, Inc. brand), NVIDIA, Silicon Integrated Systems Corporation (SIS), and VIA. 


We also compete with companies offering graphics components and other special-purpose products used in the desktop, mobile, and 
enterprise market segments. One aspect of our business model is to incorporate improved performance and advanced properties into our 
microprocessors and chipsets, the demand for which may increasingly be affected by competition from companies, such as NVIDIA, whose 
business models are based on incorporating improved performance into dedicated chipsets and other components, such as graphics 
controllers. 


Flash Memory 


Our NAND flash memory products currently compete with NOR and NAND products primarily manufactured by Hynix Semiconductor 
Inc., Samsung Electronics Co., Ltd., SanDisk Corporation, Spansion Inc., STMicroelectronics, and Toshiba. 


Connectivity 


We offer products designed for wired and wireless connectivity; for the communications infrastructure, including network processors; and 
for networked storage. Our WiFi and WiMAX products currently compete with WiFi products manufactured by Atheros Communications, 
Inc. and Broadcom, and products manufactured by QUALCOMM. 
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Acquisitions and Strategic Investments 


During 2007, we completed one acquisition qualifying as a business combination. See “Note 12: Acquisitions” in Part II, Item 8 of this 
Form 10-K. Also, we made two significant strategic investments that we discuss in Part II, Item 8 of this Form 10-K. See “Note 19: 
Ventures” for information on our investment in IM Flash Singapore, LLP (IMFS), a venture formed with Micron to manufacture NAND 
flash memory products, and “Note 7: Investments” for information on our investment in VMware, Inc. 


During the first quarter of 2008, we expect to complete the divestiture of our NOR flash memory assets to Numonyx, and we expect to 
receive an ownership interest in the new company. See “Note 13: Divestitures” in Part II, Item 8 of this Form 10-K. 


Intellectual Property and Licensing 


Intellectual property rights that apply to our various products and services include patents, copyrights, trade secrets, trademarks, and 
maskwork rights. We maintain a program to protect our investment in technology by attempting to ensure respect for our intellectual 
property rights. The extent of the legal protection given to different types of intellectual property rights varies under different countries’ 
legal systems. We intend to license our intellectual property rights where we can obtain adequate consideration. See “Competition” in Part I, 
Item 1 of this Form 10-K; “Legal Proceedings” in Part I, Item 3 of this Form 10-K; and “Risk Factors” in Part I, Item 1A of this Form 10-K. 


We have filed and obtained a number of patents in the U.S. and other countries. While our patents are an important element of our success, 
our business as a whole is not significantly dependent on any one patent. We and other companies in the computing, telecommunications, 
and related high-technology fields typically apply for and receive, in the aggregate, tens of thousands of overlapping patents annually in the 
U.S. and other countries. 


We believe that the duration of the applicable patents that we are granted is adequate relative to the expected lives of our products. Because 
of the fast pace of innovation and product development, our products are often obsolete before the patents related to them expire, and 
sometimes are obsolete before the patents related to them are even granted. As we expand our product offerings into new industries, we also 
seek to extend our patent development efforts to patent such product offerings. Established competitors in existing and new industries, as 
well as companies that purchase and enforce patents and other intellectual property, may already have patents covering similar products. 
There is no assurance that we will be able to obtain patents covering our own products, or that we will be able to obtain licenses from such 
companies on favorable terms or at all. 


The majority of the software that we distribute, including software embedded in our component- and system-level products, is entitled to 
copyright protection. 


To distinguish Intel products from our competitors’ products, we have obtained certain trademarks and trade names for our products, and we 
maintain cooperative advertising programs with certain customers to promote our brands and to identify products containing genuine Intel 
components. 


We also protect certain details about our processes, products, and strategies as trade secrets, keeping confidential the information that we 
believe provides us with a competitive advantage. We have ongoing programs designed to maintain the confidentiality of such information. 
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Compliance with Environmental, Health, and Safety Regulations 


We are committed to achieving high standards of environmental quality and product safety, and we strive to provide a safe and healthy 
workplace for our employees, contractors, and the communities in which we do business. We have environmental, health, and safety (EHS) 
policies and expectations that apply to our global operations. Each of our worldwide production facilities is in compliance with the 
International Organization for Standardization (ISO) 14001 environmental management system standard. Our internal EHS auditing 
program addresses not only compliance but also business risk and management systems. We focus on minimizing and properly managing 
the hazardous materials used in our facilities and products. We monitor regulatory and resource trends and set company-wide short- and 
long-term performance targets for key resources and emissions. These targets address several parameters, including energy and water use, 
climate change, waste recycling, and emissions. For example, we continue to take action to achieve our global greenhouse gas reduction 
goal by investing in energy conservation projects in our factories and working with suppliers of manufacturing tools to improve energy 
efficiency. We also focus on developing innovative solutions to improve the energy efficiency of our products and those of our customers. 
We take a holistic approach to power management, addressing the challenge at all levels, including the silicon, package, circuit, 
micro/macro architecture, platform, and software levels. 


The production of our products requires the use of hazardous materials that are subject to a broad array of EHS laws and regulations. We 
actively monitor the materials used in the production of our products. We have specific restrictions on the content of certain hazardous 
materials in our products, as well as those of our suppliers and outsourced manufacturers and subcontractors. We continue to make efforts 
to reduce hazardous materials in our products to position us to meet various environmental restrictions on product content throughout the 
world. For example, processors manufactured using our new 45nm Hi-k metal gate silicon technology are manufactured using a lead-free 
process. As we continue to advance process technology, the materials, technologies, and products themselves become increasingly complex. 
Our evaluations of materials for use in R&D and production take into account EHS considerations. Compliance with these complex laws 
and regulations, as well as internal voluntary programs, is integrated into our “Design for EHS” programs. 


We are committed to protecting the environment and human rights throughout our supply chain. We expect suppliers and subcontractors to 
understand and fully comply with all EHS and related laws and regulations and labor laws, including, at a minimum, those covering non- 
discrimination in the terms and conditions of employment, child labor, minimum wages, employee benefits, and work hours. In addition, we 
expect suppliers to abide by our policies, such as our Code of Conduct and the Electronic Industry Code of Conduct. 
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Executive Officers of the Registrant 


The following sets forth certain information with regard to our executive officers as of February 19, 2008 (ages are as of December 29, 


2007): 


Craig R. Barrett, age 68 

e 2005 — present, Chairman of the Board 

e 1998-2005, Chief Executive Officer 

+ Member of Intel Board of Directors since 1992 
e Joined Intel 1974 


Paul S. Otellini, age 57 

e 2005 — present, President, Chief Executive Officer 
e 2002-2005, President, Chief Operating Officer 
+ Member of Intel Board of Directors since 2002 

e Member of Google, Inc. Board of Directors 

e Joined Intel 1974 


Andy D. Bryant, age 57 

e 2007 — present, Executive VP, Finance and Enterprise 
Services, Chief Administrative Officer 

e 2001-2007, Executive VP, Chief Financial and 
Enterprise Services Officer 

e Member of Columbia Sportswear Company and McKesson 
Board of Directors 

e Joined Intel 1981 


Stacy J. Smith, age 45 

e 2007 — present, VP, Chief Financial Officer 

e 2006 — 2007, VP, Assistant Chief Financial Officer 

e 2004-2006, VP of Finance and Enterprise Services, 
Chief Information Officer 

e 2002-2004, VP of Sales and Marketing Group, General 
Manager (GM) of EMEA 

e Joined Intel 1988 


Sean M. Maloney, age 51 

e 2006 — present, Executive VP, GM of Sales and Marketing 
Group, Chief Sales and Marketing Officer 

e 2005 - 2006, Executive VP, GM of Mobility Group 

e 2001 — 2005, Executive VP, GM of Intel 
Communications Group 

e Member of AutoDesk, Inc. Board of Directors 

e Joined Intel 1982 


David Perlmutter, age 54 

e 2007 — present, Executive VP, GM of Mobility Group 
e 2005-2007, Senior VP, GM of Mobility Group 

e 2005 VP, GM of Mobility Group 

e 2000-2005, VP, GM of Mobile Platforms Group 

e Joined Intel 1980 


Arvind Sodhani, age 53 

¢ 2007 — present, Executive VP of Intel, President of Intel 
Capital 

e 2005-2007, Senior VP of Intel, President of Intel 
Capital 

e 1998-2005, VP, Treasurer 

e Joined Intel 1981 


Robert J. Baker, age 52 

e 2001 - present, Senior VP, GM of Technology and 
Manufacturing Group 

e Joined Intel 1979 


Patrick P. Gelsinger, age 46 

e 2005 - present, Senior VP, GM of Digital Enterprise Group 
e 2001 - 2005, Chief Technology Officer 

e Joined Intel 1979 


William M. Holt, age 55 

e 2006 — present, Senior VP, GM of Technology and 
Manufacturing Group 

e 2005 - 2006, VP, Co-GM of Technology and 
Manufacturing Group 

e 1999-2005, VP, Director of Logic Technology 
Development 

e Joined Intel 1974 


D. Bruce Sewell, age 49 

e 2005 — present, Senior VP, General Counsel 

e 2005 VP, General Counsel 

e 2001 — 2004, VP of Legal and Government Affairs, 
Deputy General Counsel 

e Joined Intel 1995 


Thomas M. Kilroy, age 50 

e 2005 - present, VP, GM of Digital Enterprise Group 

e 2003 - 2005, VP of Sales and Marketing Group, 
Co-President of Intel Americas 

e 2003 VP of Sales and Marketing Group, GM of 
Communication Sales Organization 

e Joined Intel 1990 
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ITEM 1A. RISK FACTORS 


Fluctuations in demand for our products may harm our financial results and are difficult to forecast. 
If demand for our products fluctuates, our revenue and gross margin could be harmed. Important factors that could cause demand for our 
products to fluctuate include: 
e changes in business and economic conditions, including a downturn in the semiconductor industry and/or the overall economy; 
e changes in consumer confidence caused by changes in market conditions, including changes in the credit market; 
e competitive pressures, including pricing pressures, from companies that have competing products, chip architectures, 
manufacturing technologies, and marketing programs; 
e changes in customer product needs; 
e changes in the level of customers’ components inventory; 
e strategic actions taken by our competitors; and 
e market acceptance of our products. 


If product demand decreases, our manufacturing or assembly and test capacity could be underutilized, and we may be required to record an 
impairment on our long-lived assets including facilities and equipment, as well as intangible assets, which would increase our expenses. In 
addition, factory-planning decisions may shorten the useful lives of long-lived assets, including facilities and equipment, and cause us to 
accelerate depreciation. In the long term, if product demand increases, we may not be able to add manufacturing or assembly and test 
capacity fast enough to meet market demand. These changes in demand for our products, and changes in our customers’ product needs, 
could have a variety of negative effects on our competitive position and our financial results, and, in certain cases, may reduce our revenue, 
increase our costs, lower our gross margin percentage, or require us to recognize impairments of our assets. In addition, if product demand 
decreases or we fail to forecast demand accurately, we could be required to write off inventory or record underutilization charges, which 
would have a negative impact on our gross margin. 


The semiconductor industry and our operations are characterized by a high percentage of costs that are fixed or difficult to reduce in 
the short term, and by product demand that is highly variable and subject to significant downturns that may harm our business, results 


of operations, and financial condition. 

The semiconductor industry and our operations are characterized by high costs, such as those related to facility construction and equipment, 
R&D, and employment and training of a highly skilled workforce, that are either fixed or difficult to reduce in the short term. At the same 
time, demand for our products is highly variable and there have been downturns, often in connection with maturing product cycles as well 
as downturns in general economic market conditions. These downturns have been characterized by reduced product demand, manufacturing 
overcapacity, high inventory levels, and lower average selling prices. The combination of these factors may cause our revenue, gross 
margin, cash flow, and profitability to vary significantly in both the short and long term. 


We operate in intensely competitive industries, and our failure to respond quickly to technological developments and incorporate new 
features into our products could harm our ability to compete. 

We operate in intensely competitive industries that experience rapid technological developments, changes in industry standards, changes in 
customer requirements, and frequent new product introductions and improvements. If we are unable to respond quickly and successfully to 
these developments, we may lose our competitive position, and our products or technologies may become uncompetitive or obsolete. To 
compete successfully, we must maintain a successful R&D effort, develop new products and production processes, and improve our existing 
products and processes at the same pace or ahead of our competitors. We may not be able to develop and market these new products 
successfully, the products we invest in and develop may not be well received by customers, and products developed and new technologies 
offered by others may affect demand for our products. These types of events could have a variety of negative effects on our competitive 
position and our financial results, such as reducing our revenue, increasing our costs, lowering our gross margin percentage, and requiring 
us to recognize impairments of our assets. 


Fluctuations in the mix of products sold may harm our financial results. 

Because of the wide price differences among mobile, desktop, and server microprocessors, the mix and types of performance capabilities of 
microprocessors sold affect the average selling price of our products and have a substantial impact on our revenue and gross margin. Our 
financial results also depend in part on the mix of other products that we sell, such as chipsets, flash memory, and other semiconductor 
products. In addition, more recently introduced products tend to have higher associated costs because of initial overall development and 
production ramp. Fluctuations in the mix and types of our products may also affect the extent to which we are able to recover the fixed 
costs and investments associated with a particular product, and as a result can harm our financial results. 
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Our global operations subject us to risks that may harm our results of operations and financial condition. 
We have sales offices, R&D, manufacturing, and assembly and test facilities in many countries, and as a result, we are subject to risks 
associated with doing business globally. Our global operations may be subject to risks that may limit our ability to manufacture, assemble 
and test, design, develop, or sell products in particular countries, which could, in turn, harm our results of operations and financial 
condition, including: 
e security concerns, such as armed conflict and civil or military unrest, crime, political instability, and terrorist activity; 
e health concerns; 
e natural disasters; 
e inefficient and limited infrastructure and disruptions, such as large-scale outages or interruptions of service from utilities or 
telecommunications providers and supply chain interruptions; 
e differing employment practices and labor issues; 
e local business and cultural factors that differ from our normal standards and practices; 
e regulatory requirements and prohibitions that differ between jurisdictions; and 
e restrictions on our operations by governments seeking to support local industries, nationalization of our operations, and restrictions 
on our ability to repatriate earnings. 


In addition, although most of our products are priced and paid for in U.S. dollars, a significant amount of certain types of expenses, such as 
payroll, utilities, tax, and marketing expenses, are paid in local currencies. Our hedging programs reduce, but do not entirely eliminate, the 
impact of currency exchange rate movements, and therefore fluctuations in exchange rates could harm our business operating results and 
financial condition. In addition, changes in tariff and import regulations and to U.S. and non-U.S. monetary policies may harm our 
operating results and financial condition by increasing our expenses and reducing our revenue. Varying tax rates in different jurisdictions 
could harm our operating results and financial condition by increasing our overall tax rate. 


We also maintain a program of insurance coverage for various types of property, casualty, and other risks. We place our insurance coverage 
with various carriers in numerous jurisdictions. The types and amounts of insurance that we obtain vary from time to time and from location 
to location, depending on availability, cost, and our decisions with respect to risk retention. The policies are subject to deductibles and 
exclusions that result in our retention of a level of risk on a self-insurance basis. Losses not covered by insurance may be substantial and 
may increase our expenses, which could harm our results of operations. 


Failure to meet our production targets, resulting in undersupply or oversupply of products, may harm our business and results of 
operations. 

Production of integrated circuits is a complex process. Disruptions in this process can result from interruptions in our processes, errors, and 
difficulties in our development and implementation of new processes; defects in materials; disruptions in our supply of materials or 
resources; and disruptions at our fabrication and assembly and test facilities due to, for example, accidents, maintenance issues, or unsafe 
working conditions—all of which could affect the timing of production ramps and yields. We may not be successful or efficient in 
developing or implementing new production processes. The occurrence of any of the foregoing may result in our failure to meet or increase 
production as desired, resulting in higher costs or substantial decreases in yields, which could affect our ability to produce sufficient volume 
to meet specific product demand. The unavailability or reduced availability of certain products could make it more difficult to implement 
our platform strategy. We may also experience increases in yields. A substantial increase in yields could result in higher inventory levels 
and the possibility of resulting excess capacity charges as we slow production to reduce inventory levels. The occurrence of any of these 
events could harm our business and results of operations. 


We may have difficulties obtaining the resources or products we need for manufacturing, assembling and testing our products, or 


operating other aspects of our business, which could harm our ability to meet demand for our products and may increase our costs. 
We have thousands of suppliers providing various materials that we use in the production of our products and other aspects of our business, 


and we seek, where possible, to have several sources of supply for all of those materials. However, we may rely on a single or a limited 
number of suppliers, or upon suppliers in a single country, for these materials. The inability of such suppliers to deliver adequate supplies of 
production materials or other supplies could disrupt our production processes or could make it more difficult for us to implement our 
business strategy. In addition, production could be disrupted by the unavailability of the resources used in production, such as water, silicon, 
electricity, and gases. The unavailability or reduced availability of the materials or resources that we use in our business may require us to 
reduce production of products or may require us to incur additional costs in order to obtain an adequate supply of those materials or 
resources. The occurrence of any of these events could harm our business and results of operations. 
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Costs related to product defects and errata may harm our results of operations and business. 
Costs associated with unexpected product defects and errata (deviations from published specifications) due to, for example, unanticipated 
problems in our manufacturing processes include, the costs of: 

e writing off the value of inventory of defective products; 

e disposing of defective products that cannot be fixed; 

e recalling defective products that have been shipped to customers; 

e providing product replacements for, or modifications to, defective products; and/or 

e defending against litigation related to defective products. 


These costs could be substantial and may therefore increase our expenses and lower our gross margin. In addition, our reputation with our 
customers or users of our products could be damaged as a result of such product defects and errata, and the demand for our products could 
be reduced. These factors could harm our financial results and the prospects for our business. 


We may be subject to claims of infringement of third-party intellectual property rights, which could harm our business. 
From time to time, third parties may assert against us or our customers alleged patent, copyright, trademark, or other intellectual property 
rights to technologies that are important to our business. We may be subject to intellectual property infringement claims from certain 
individuals and companies who have acquired patent portfolios for the sole purpose of asserting such claims against other companies. Any 
claims that our products or processes infringe the intellectual property rights of others, regardless of the merit or resolution of such claims, 
could cause us to incur significant costs in responding to, defending, and resolving such claims, and may divert the efforts and attention of 
our management and technical personnel away from our business. As a result of such intellectual property infringement claims, we could be 
required or otherwise decide it is appropriate to: 
e pay third-party infringement claims; 
e discontinue manufacturing, using, or selling particular products subject to infringement claims; 
e discontinue using the technology or processes subject to infringement claims; 
e develop other technology not subject to infringement claims, which could be time-consuming and costly or may not be possible; 
and/or 
e license technology from the third party claiming infringement, which license may not be available on commercially reasonable 
terms. 


The occurrence of any of the foregoing could result in unexpected expenses or require us to recognize an impairment of our assets, which 
would reduce the value of our assets and increase expenses. In addition, if we alter or discontinue our production of affected items, our 
revenue could be negatively impacted. 


We may be subject to litigation proceedings that could harm our business. 

In addition to the litigation risks mentioned above, we may be subject to legal claims or regulatory matters involving stockholder, consumer, 
antitrust, and other issues. As described in “Note 21: Contingencies” in Part II, Item 8 of this Form 10-K, we are currently engaged in a 
number of litigation matters. Litigation is subject to inherent uncertainties, and unfavorable rulings could occur. An unfavorable ruling 
could include monetary damages or, in cases for which injunctive relief is sought, an injunction prohibiting us from manufacturing or 
selling one or more products. Were an unfavorable ruling to occur, our business and results of operations could be materially harmed. 


We may not be able to enforce or protect our intellectual property rights, which may harm our ability to compete and harm our business. 
Our ability to enforce our patents, copyrights, software licenses, and other intellectual property rights is subject to general litigation risks, as 
well as uncertainty as to the enforceability of our intellectual property rights in various countries. When we seek to enforce our rights, we 
are often subject to claims that the intellectual property right is invalid, is otherwise not enforceable, or is licensed to the party against 
whom we are asserting a claim. In addition, our assertion of intellectual property rights often results in the other party seeking to assert 
alleged intellectual property rights of its own against us, which may harm our business. If we are not ultimately successful in defending 
ourselves against these claims in litigation, we may not be able to sell a particular product or family of products due to an injunction, or we 
may have to pay damages that could, in turn, harm our results of operations. In addition, governments may adopt regulations or courts may 
render decisions requiring compulsory licensing of intellectual property to others, or governments may require that products meet specified 
standards that serve to favor local companies. Our inability to enforce our intellectual property rights under these circumstances may harm 
our competitive position and our business. 
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Our licenses with other companies and our participation in industry initiatives may allow other companies, including our competitors, to 
use our patent rights. 

Companies in the semiconductor industry often rely on the ability to license patents from each other in order to compete. Many of our 
competitors have broad licenses or cross-licenses with us, and under current case law, some of these licenses may permit these competitors 
to pass our patent rights on to others. If one of these licensees becomes a foundry, our competitors might be able to avoid our patent rights 
in manufacturing competing products. In addition, our participation in industry initiatives may require us to license our patents to other 
companies that adopt certain industry standards or specifications, even when such organizations do not adopt standards or specifications 
proposed by us. As a result, our patents implicated by our participation in industry initiatives might not be available for us to enforce 
against others who might otherwise be deemed to be infringing those patents, our costs of enforcing our licenses or protecting our patents 
may increase, and the value of our intellectual property may be impaired. 


Changes in our decisions with regard to our announced restructuring and efficiency efforts, and other factors, could affect our results of 
operations and financial condition. 
Factors that could cause actual results to differ materially from our expectations with regard to our announced restructuring include: 

e timing and execution of plans and programs that may be subject to local labor law requirements, including consultation with 

appropriate works councils; 

e changes in assumptions related to severance and postretirement costs; 

e future dispositions; 

e — new business initiatives and changes in product roadmap, development, and manufacturing; 

e changes in employment levels and turnover rates; 

e changes in product demand and the business environment; and 

e changes in the fair value of certain long-lived assets. 


In order to compete, we must attract, retain, and motivate key employees, and our failure to do so could harm our results of operations. 
In order to compete, we must attract, retain, and motivate executives and other key employees, including those in managerial, technical, 
sales, marketing, and support positions. Hiring and retaining qualified executives, scientists, engineers, technical staff, and sales 
representatives are critical to our business, and competition for experienced employees in the semiconductor industry can be intense. To 
help attract, retain, and motivate qualified employees, we use share-based incentive awards such as employee stock options and non-vested 
share units (restricted stock units). If the value of such stock awards does not appreciate as measured by the performance of the price of our 
common stock or if our share-based compensation otherwise ceases to be viewed as a valuable benefit, our ability to attract, retain, and 
motivate employees could be weakened, which could harm our results of operations. 


Our results of operations could vary as a result of the methods, estimates, and judgments that we use in applying our accounting 
policies. 

The methods, estimates, and judgments that we use in applying our accounting policies have a significant impact on our results of 
operations (see “Critical Accounting Estimates” in Part II, Item 7 of this Form 10-K). Such methods, estimates, and judgments are, by their 
nature, subject to substantial risks, uncertainties, and assumptions, and factors may arise over time that lead us to change our methods, 
estimates, and judgments. Changes in those methods, estimates, and judgments could significantly affect our results of operations. 


Our failure to comply with applicable environmental laws and regulations worldwide could harm our business and results of operations. 
The manufacturing and assembling and testing of our products require the use of hazardous materials that are subject to a broad array of 
environmental, health, and safety laws and regulations. Our failure to comply with any of these applicable laws or regulations could 
result in: 

e regulatory penalties, fines, and legal liabilities; 

e suspension of production; 

e alteration of our fabrication and assembly and test processes; and 

e curtailment of our operations or sales. 


In addition, our failure to manage the use, transportation, emission, discharge, storage, recycling, or disposal of hazardous materials could 
subject us to increased costs or future liabilities. Existing and future environmental laws and regulations could also require us to acquire 
pollution abatement or remediation equipment, modify our product designs, or incur other expenses associated with such laws and 
regulations. Many new materials that we are evaluating for use in our operations may be subject to regulation under existing or future 
environmental laws and regulations that may restrict our use of one or more of such materials in our manufacturing, assembly and test 
processes, or products. Any of these restrictions could harm our business and results of operations by increasing our expenses or requiring 
us to alter our manufacturing and assembly and test processes. 
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Changes in our effective tax rate may harm our results of operations. 
A number of factors may increase our future effective tax rates, including: 
e the jurisdictions in which profits are determined to be earned and taxed; 
e the resolution of issues arising from tax audits with various tax authorities; 
e changes in the valuation of our deferred tax assets and liabilities; 
e adjustments to estimated taxes upon finalization of various tax returns; 
e increases in expenses not deductible for tax purposes, including write-offs of acquired in-process R&D and impairments of 
goodwill in connection with acquisitions; 
e changes in available tax credits; 
e changes in share-based compensation; 
e changes in tax laws or the interpretation of such tax laws, and changes in generally accepted accounting principles; and 
e the repatriation of non-U.S. earnings for which we have not previously provided for U.S. taxes. 


Any significant increase in our future effective tax rates could reduce net income for future periods. 


We invest in companies for strategic reasons and may not realize a return on our investments. 

We make investments in companies around the world to further our strategic objectives and support our key business initiatives. Such 
investments include investments in equity securities of public companies and non-marketable equity investments in private companies, 
which range from early-stage companies that are often still defining their strategic direction to more mature companies with established 
revenue streams and business models. The success of these companies is dependent on product development, market acceptance, operational 
efficiency, and other key business factors. The private companies in which we invest may fail because they may not be able to secure 
additional funding, obtain favorable investment terms for future financings, or take advantage of liquidity events such as initial public 
offerings, mergers, and private sales. If any of these private companies fail, we could lose all or part of our investment in that company. If 
we determine that an other-than-temporary decline in the fair value exists for an equity investment in a public or private company in which 
we have invested, we write down the investment to its fair value and recognize the related write-down as an investment loss. Furthermore, 
when the strategic objectives of an investment have been achieved, or if the investment or business diverges from our strategic objectives, 
we may decide to dispose of the investment. Our non-marketable equity investments in private companies are not liquid, and we may not be 
able to dispose of these investments on favorable terms or at all. The occurrence of any of these events could harm our results of operations. 
Additionally, for cases in which we are required under equity method accounting to recognize a proportionate share of another company’s 
income or loss, such income and loss may impact our earnings. 


Interest and other, net could vary from expectations, which could harm our results of operations. 
Factors that could cause interest and other, net in our consolidated statements of income to fluctuate include: 
e fixed-income and credit market volatility; 
e fluctuations in interest rates; 
e changes in our cash and investment balances; 
e fluctuations in foreign currency exchange rates; 
e  other-than-temporary impairments in the fair value of fixed-income instruments; 
e changes in our hedge accounting treatment; and 
e gains or losses from divestitures. 


Our acquisitions, divestitures, and other transactions could disrupt our ongoing business and harm our results of operations. 
In pursuing our business strategy, we routinely conduct discussions, evaluate opportunities, and enter into agreements regarding possible 
investments, acquisitions, divestitures, and other transactions, such as joint ventures. Acquisitions and other transactions involve significant 
challenges and risks, including risks that: 

e we may not be able to identify suitable opportunities at terms acceptable to us; 

e the transaction may not advance our business strategy; 

e we may not realize a satisfactory return on the investment we make; 

e we may not be able to retain key personnel of the acquired business; or 

e we may experience difficulty in integrating new employees, business systems, and technology. 


When we decide to sell assets or a business, we may encounter difficulty in finding or completing divestiture opportunities or alternative 
exit strategies on acceptable terms in a timely manner, and the agreed terms and financing arrangements could be renegotiated due to 
changes in business or market conditions. These circumstances could delay the accomplishment of our strategic objectives or cause us to 
incur additional expenses with respect to businesses that we want to dispose of, or we may dispose of a business at a price or on terms that 
are less than we had anticipated, resulting in a loss on the transaction. 
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If we do enter into agreements with respect to acquisitions, divestitures, or other transactions, we may fail to complete them due to: 
e failure to obtain required regulatory or other approvals; 
e intellectual property or other litigation; 
e difficulties that we or other parties may encounter in obtaining financing for the transaction; or other factors. 


Further, acquisition, divestiture, and other transactions require substantial management resources and have the potential to divert our 
attention from our existing business. These factors could harm our business and results of operations. 


The proposed Numonyx transaction may be delayed or not consummated. 

In May 2007, we announced that we entered into an agreement to form a private, independent semiconductor company with 
STMicroelectronics N.V. and Francisco Partners L.P., later named Numonyx (see “Note 13: Divestitures” in Part II, Item 8 of this 
Form 10-K). If the transaction is delayed or not consummated, we may record additional charges. 


ITEM 1B. UNRESOLVED STAFF COMMENTS 


Not applicable. 


ITEM 2. PROPERTIES 


At December 29, 2007, our major facilities consisted of: 


(Square Feet in Millions) United States Other Countries Total 

Owned facilities... 28.1 15.6 43.7 
Leased facilities" ri 1.7 2.7 4.4 
Total facilities: ooo ee Sh bee Cpe awa ed t 29.8 18.3 48.1 


"Leases on portions of the land used for these facilities expire at varying dates through 2062. 


? Leases expire at varying dates through 2021 and generally include renewals at our option. 


Our principal executive offices are located in the U.S. The majority of our wafer fabrication and R&D activities are also located in the U.S. 
Outside the U.S., we have wafer fabrication at our facilities in Ireland and Israel. We are building a new wafer fabrication facility in Israel, 
which is expected to begin production in the second half of 2008. In addition, we are building a new wafer fabrication facility in China that 
is expected to begin production in 2010. Our assembly and test facilities are located overseas, specifically in Malaysia, China, the 
Philippines, and Costa Rica. We are building a new assembly and test facility in Vietnam, which is expected to begin production in 2009. 
This facility will have more square footage than each of our current assembly and test facilities, which will enable us to take advantage of 
greater economies of scale. In addition, we have sales and marketing offices located worldwide. These facilities are generally located near 
major concentrations of users. 


With the exception of certain facilities that we have placed for sale (see “Note 16: Restructuring and Asset Impairment Charges” in Part II, 
Item 8 of this Form 10-K), we believe that our existing facilities are suitable and adequate for our present purposes and that the productive 
capacity in such facilities is substantially being utilized or we have plans to utilize it. 


We do not identify or allocate assets by operating segment. For information on net property, plant and equipment by country, see “Note 22: 
Operating Segment and Geographic Information” in Part II, Item 8 of this Form 10-K. 


ITEM 3. LEGAL PROCEEDINGS 


For a discussion of legal proceedings, see “Note 21: Contingencies” in Part IL, Item 8 of this Form 10-K. 
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 
None. 
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PART II 


ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER 


PURCHASES OF EQUITY SECURITIES 


Information regarding the market price range of Intel common stock and dividend information may be found in “Financial Information by 
Quarter (Unaudited)” in Part II, Item 8 of this Form 10-K. 


In each quarter during 2007, we paid a cash dividend of $0.1125 per common share, for a total of $0.45 for the year ($0.10 each quarter 
during 2006 for a total of $0.40 for the year). We have paid a cash dividend in each of the past 61 quarters. In January 2008, our Board of 
Directors declared a cash dividend of $0.1275 per common share for the first quarter of 2008. The dividend is payable on March 1, 2008 to 
stockholders of record on February 7, 2008. 


As of February 8, 2008, there were approximately 185,000 registered holders of record of Intel’s common stock. A substantially greater 
number of holders of Intel common stock are “street name” or beneficial holders, whose shares are held of record by banks, brokers, and 
other financial institutions. 


Issuer Purchases of Equity Securities 


We have an ongoing authorization, amended in November 2005, from our Board of Directors to repurchase up to $25 billion in shares of 
our common stock in open market or negotiated transactions. As of December 29, 2007, $14.5 billion remained available for repurchase 
under the existing repurchase authorization. A portion of our purchases in the fourth quarter of 2007 were executed under a privately 
negotiated forward purchase agreement. 


Common stock repurchases under our authorized plan in each quarter of 2007 were as follows (in millions, except per share amounts): 


Total 
Number of 
Shares 
Average Purchased 
Total Price as Part of 
Number Paid Publicly 
of Shares Per Announced 
Period Purchased Share Plans 
December 31, 2006-March 31, 2007; siaa rucan eee eee 192 $ 20.82 19.2 
April 1, 2007-June 30): 2007 20d SEY Mace ated Shanes Bee 46 $ 21.95 4.6 
July 1, 2007-September 29, 2007 ....0.ooooocoooocccooo eee eee 30.4 $ 24.63 30.4 
September 30, 2007-December 29, 2007... 0... cece 57.1 $ 26.29 57.1 
Motah os ar rie E A A A A A Peat or wastage owe Bee 1113 $ 24.71 111.3 


Common stock repurchases under our authorized plan during the fourth quarter of 2007 were as follows (in millions, except per share 
amounts): 


Total 
Number of Dollar Value 
Shares of Shares 
Average Purchased That May 
Total Price as Part of Yet Be 
Number Paid Publicly Purchased 
of Shares Per Announced Under the 
Period Purchased Share Plans Plans 
September 30, 2007-October 27, 2007 1.2... 0.0... eee ee 40 $ 26.53 40 $ 15,913 
October 28, 2007—November 24, 2007............ooooooooo.. 180 $ 25.85 180 $ 15,449 
November 25, 2007—December 29, 2007 .......o.ooooooo ooo... 35.1 $ 26.48 o 351 $ 14,520 
A ee Oo Wo Benes Oho A aoe See a 8 57.1 $ 26.29 57.1 
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For the majority of restricted stock units granted, the number of shares issued on the date the restricted stock units vest is net of the 
statutory withholding requirements that we pay on behalf of our employees. These withheld shares are not included within the common 
stock repurchase totals in the tables above. See “Note 5: Common Stock Repurchases” in Part II, Item 8 of this Form 10-K for further 
discussion. 


Stock Performance Graph 


The line graph below compares the cumulative total stockholder return on our common stock with the cumulative total return of the Dow 
Jones Technology Index and the Standard & Poor’s (S&P) 500 Index for the five fiscal years ended December 29, 2007. The graph and 
table assume that $100 was invested on December 27, 2002 (the last day of trading for the fiscal year ended December 28, 2002) in each of 
our common stock, the Dow Jones Technology Index, and the S&P 500 Index, and that all dividends were reinvested. Dow Jones and 
Company, Inc. and Standard & Poor’s Compustat Services, Inc. furnished the data. Cumulative total stockholder returns for our common 
stock, the Dow Jones Technology Index, and the S&P 500 Index are based on our fiscal year. 


Comparison of Five-Year Cumulative Return for Intel, the Dow Jones Technology Index, and the S&P 500 Index 


$250 


—>— Intel Corporation 
—— Dow Jones Technology Index 
—I— S&P 500 Index 


$200 


$150 


$100 e 
2002 2003 2004 2005 2006 2007 


Intel Corporation a $100 $191 $144 $152 $123 $163 
Dow Jones Technology Index... 0.0... cece tee $100 $146 $151 $156 $172 $201 
A A ae ee $100 $127 $143 $151 $174 $185 
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ITEM 6. SELECTED FINANCIAL DATA 


(Dollars in Millions, Except Per Share Amounts) 2007 2006 2005 2004 2003 
Net revenue ..... 0... 00. ee eee eee eee $ 38,334 $ 35,382 $ 38,826 $ 34,209 $ 30,141 
Gross Margin ....o.ooooooooo eee $ 19,904 $ 18,218 $ 23,049 $ 19,746 $ 17,094 
Research and development ........ooo.oo.oooo.o.. $ 5,755 $ 5,873 $ 5,145 $ 4,778 $ 4,360 
Operating income .... 0... 0... cece eee $ 8216 $ 5,652 $ 12,000 $ 10,130 $ 7,533 
Net income. o... $ 6,976 $ 5,044 $ 8,664 $ 7,516 $ 5,641 
Earnings per common share 

Basicas oda $ 120 $ 0.87 $ 142 $ 1.17 $ 0.86 

Diluted sra rirci nigan Kai AESA $ 1.18 $ 0.86 $ 1.40 $ 1.16 $ 0.85 
Weighted average diluted shares outstanding........ 5,936 5,880 6,178 6,494 6,621 
Dividends per share 

De Clare dons. oh arsenate eae wh ah ONS, nadan $ 045 $ 0.40 $ 0.32 $ 0.16 $ 0.08 

Pail stays A EE acute N qlee $ 0.45 $ 0.40 $ 0.32 $ 0.16 $ 0.08 
Share-based compensation’..............0.0005 $ 952 $ 1,375 $ — $ — $ — 
(Dollars in Millions) Dec. 29, 2007 Dec. 30, 2006 Dec. 31, 2005 Dec. 25, 2004 Dec. 27, 2003 
Property, plant and equipment, net............... $ 16,918 $ 17,602 $ 17,111 $ 15,768 $ 16,661 
Total SS vai ETE $ 55,651 $ 48,368 $ 48,314 $ 48,143 $ 47,143 
Long-term debt... 26... 0. eee eee ... $ 1,980 $ 1,848 $ 2,106 $ 703 $ 936 
Stockholders’ equity ......... 000.0 eee ee eae $ 42,762 $ 36,752 $ 36,182 $ 38,579 $ 37,846 
Additions to property, plant and equipment......... $ 5,000 $ 5,860 $ 5,871 $ 3,843 $ 3,656 
Employees (in thousands)..................000, 86.3 94.1 99.9 85.0 79.7 


1 We began recognizing the provisions of SEAS No. 123(R) beginning in fiscal year 2006. See “Note 2: Accounting Policies” and “Note 3: 


Employee Equity Incentive Plans” in Part II, Item 8 of this Form 10-K. 


The ratio of earnings to fixed charges for each of the five years in the period ended December 29, 2007 was as follows: 


2007 2006 2005 2004 2003 


72x 50x 169x 107x 72x 


Fixed charges consist of interest expense, the estimated interest component of rent expense, and capitalized interest. 
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ITEM 7. MANAGEMENT?’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION 


Our Management’s Discussion and Analysis of Financial Condition and Results of Operation (MD&A) is provided in addition to the 
accompanying consolidated financial statements and notes to assist readers in understanding our results of operations, financial condition, 
and cash flows. MD&A is organized as follows: 
e Overview. Discussion of our business and overall analysis of financial and other highlights affecting the company in order to 
provide context for the remainder of MD&A. 
e Strategy. Overall strategy and the strategy for our operating segments. 
e Critical Accounting Estimates. Accounting estimates that we believe are important to understanding the assumptions and 
judgments incorporated in our reported financial results and forecasts. 
e Results of Operations. An analysis of our financial results comparing 2007 to 2006 and comparing 2006 to 2005. 
e Liquidity and Capital Resources. An analysis of changes in our balance sheets and cash flows, and discussion of our financial 
condition. 
e Business Outlook. Our forecasts for selected data points for the 2008 fiscal year. 


29 66 99 66. 


The various sections of this MD&A contain a number of forward-looking statements. Words such as “expects,” “goals,” “plans,” “believes,” 
“continues,” “may,” and variations of such words and similar expressions are intended to identify such forward-looking statements. In 
addition, any statements that refer to projections of our future financial performance, our anticipated growth and trends in our businesses, 
and other characterizations of future events or circumstances are forward-looking statements. Such statements are based on our current 
expectations and could be affected by the uncertainties and risk factors described throughout this filing and particularly in the “Business 
Outlook” section (see also “Risk Factors” in Part I, Item 1A of this Form 10-K). Our actual results may differ materially, and these 
forward-looking statements do not reflect the potential impact of any divestitures, mergers, acquisitions, or other business combinations that 
had not been completed as of February 15, 2008, with the exception of the Numonyx transaction. Our forward-looking statements for 2008 
reflect the expectation that the Numonyx transaction will close during the first quarter. 


Overview 


We make, market, and sell advanced integrated digital technology products, primarily integrated circuits, for industries such as computing 
and communications. Integrated circuits are semiconductor chips etched with interconnected electronic switches. Our goal is to be the 
preeminent provider of semiconductor chips and platforms for the worldwide digital economy. Our products include chips, boards, and other 
semiconductor products that are the building blocks integral to computers, servers, consumer electronics and handheld devices, and 
networking and communications products. Our primary component-level products include microprocessors, chipsets, and flash memory. We 
offer products at various levels of integration, allowing our customers the flexibility to create advanced computing and communications 
systems and products. 


The life cycle of our products is very short, sometimes less than a year. Our ability to compete depends on our ability to improve our 
products and processes faster than our competitors, anticipate changing customer requirements, and develop and launch new products and 
platforms. Our failure to respond quickly to technological developments and incorporate new features into our products could harm our 
ability to compete. Maintaining scale is key to our strategy of ramping new manufacturing technologies and platforms quickly, delivering 
high-performance products, and lowering unit costs. 


As of December 29, 2007, our operating segments included the Digital Enterprise Group, Mobility Group, NAND Products Group, Flash 
Memory Group, Digital Home Group, Digital Health Group, and Software Solutions Group. 


Net revenue, gross margin, and operating income for 2007 and 2006 were as follows: 


(In Millions) 2007 2006 

Net OV OTIC ata tia a a a dió Bes $ 38,334 $ 35,382 
GOSS Margi Seo dea hs ee Bee A Boe aie ee Vad A $ 19904 $ 18,218 
Operating COME ai A A “anh E E She $ 8216 $ 5,652 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 


Overall microprocessor revenue continues to grow, and we continue to see a shift in our sales mix from desktop microprocessors to mobile 
microprocessors. Microprocessor revenue within the Mobility Group operating segment increased by 16% in 2007 compared to 2006. The 
growth in mobile microprocessors has outpaced the growth in desktop microprocessors, and we believe this trend will continue, with a 
crossover occurring as early as 2009. As demand for mobile microprocessors continues to grow in the PC market segment, system price 
points have expanded to include new lower prices. We expect continuing erosion in average selling prices for mobile microprocessors due 
to this expansion in lower price points and a continued competitive market segment. However, mobile microprocessor average selling prices 
remain higher than desktop microprocessor average selling prices, and therefore the shift in our mix to mobile microprocessors has a 
positive effect on our results. Due to the price differences among mobile, desktop, and server microprocessors, the mix and types of 
performance capabilities of microprocessors sold affect the average selling price of our products and have a substantial impact on our 
revenue. 


The gross margin percentage was relatively flat in 2007 compared to 2006. During 2007, gross margin benefited from lower microprocessor 
unit costs as well as a mix shift toward higher margin businesses. The decline in unit costs has been possible as we continued to gain 
production experience on our 65nm process technology. In addition, we are running our factories at high volumes. However, during 2007 
our gross margin was negatively impacted by declining average selling prices as well as higher start-up costs related to our 45nm process 
technology. 


Our operating income grew faster than revenue during 2007 as we continued to implement our restructuring program and focused on our 
commitment to efficiency and on spending controls. As a result, R&D and marketing, general and administrative expenses as a percentage 
of revenue decreased from 34% in 2006 to 29% in 2007, and the number of employees decreased by 8% compared to the end of 2006. 
Results for 2007 included restructuring and asset impairment charges of $516 million, and to date we have incurred $1.1 billion in charges 
related to the program, which began in the third quarter of 2006. We expect to continue the program in 2008, and expect charges to decline 
in the second half of the year. As part of the restructuring program, we divested some of our lower margin businesses, and we expect to 
divest our NOR flash memory assets in the first quarter of 2008. As a result of these divestitures, we expect a negative impact on revenue 
and a benefit to our gross margin percentage in 2008. Our efficiency efforts have also contributed to faster factory throughput, higher yields, 
and improved equipment utilization. Improvements in our equipment utilization helped enable us to reduce our capital spending from 

$5.9 billion in 2006 to $5.0 billion in 2007. 


The combination of our technological innovation and our renewed commitment to customer orientation has differentiated our products and 
technology from our competition and has contributed to our revenue growth, which occurred in nearly all product lines and across all 
geographies. We are setting the pace for innovation within the industry by executing on our plan to introduce a new microarchitecture 
approximately every two years and to ramp the next generation of silicon process technology in the intervening years. In 2007, we 
completed our transition to the Intel Core microarchitecture, initially launched in 2006, in all market segments. We also started 
manufacturing microprocessors using our industry-leading 45nm Hi-k metal gate silicon technology, which enables higher and more 
energy-efficient processor performance. Our next-generation microarchitecture is scheduled for production in the second half of 2008; and 
we are also developing our next-generation 32nm process technology and expect to begin manufacturing products using that technology in 
2009. 


From a financial condition perspective, we ended 2007 with an investment portfolio valued at $19.3 billion, consisting of cash and cash 
equivalents, fixed-income debt instruments included in trading assets, and short- and long-term investments. During 2007, we repurchased 
$2.75 billion of stock through our stock repurchase program and paid $2.6 billion to stockholders as dividends. 


We exited 2007 with what we believe is the strongest combination of products, manufacturing, and silicon technology leadership in our 
history as we continue to ramp our 45nm process technology and plan to introduce our next-generation microarchitecture in 2008. Also in 
2008, we plan to introduce products geared to future growth markets. Specifically, we plan to introduce new microprocessors, code-named 
“Silverthorne,” that are designed for notebooks, low-power and low-cost products, MIDs, and consumer electronics devices. In addition to 
our microprocessor and chipset development, we expect to make significant investments in R&D in 2008 in growth areas such as 
system-on-a-chip, MIDs, embedded applications, consumer electronics, and graphics. Although there is uncertainty in the global economy, 
we are planning for another year of growth in which profits grow faster than revenue and our investments in products, manufacturing, and 
silicon technology continue to generate competitive advantages. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 
Strategy 


Our goal is to be the preeminent provider of semiconductor chips and platforms for the worldwide digital economy. As part of our overall 
strategy to compete in each relevant market segment, we use our core competencies in the design and manufacture of integrated circuits, as 
well as our financial resources, global presence, and brand recognition. We believe that we have the scale, capacity, and global reach to 
establish new technologies and respond to customers’ needs quickly. 


Some of our key focus areas are listed below: 

e Customer Orientation. Our strategy focuses on developing our next generation of products based on the needs and expectations of 
our customers. In turn, our products help enable the design and development of new form factors and usage models for businesses 
and consumers. We offer platforms with ingredients designed and configured to work together to provide an optimized user 
computing solution compared to ingredients that are used separately. 

e Energy-Efficient Performance. We believe that users of computing and communications systems and devices want improved 
overall and energy-efficient performance. Improved overall performance can include faster processing performance and other 
capabilities such as multithreading and multitasking. Performance can also be improved through enhanced connectivity, security, 
manageability, reliability, ease of use, and interoperability among devices. Improved energy-efficient performance involves 
balancing the addition of these and other types of improved performance factors with lower power consumption. Our 
microprocessors have one, two, or four processor cores, and we continue to develop processors with an increasing number of cores, 
which enable improved multitasking and energy efficiency. 

e Design and Manufacturing Technology Leadership. Our strategy for developing microprocessors with improved performance is to 
synchronize the introduction of a new microarchitecture with improvements in silicon process technology. We plan to introduce a 
new microarchitecture approximately every two years and ramp the next generation of silicon process technology in the 
intervening years. This coordinated schedule allows us to develop and introduce new products based on a common 
microarchitecture quickly, without waiting for the next generation of silicon process technology. We refer to this as our “tick-tock” 
technology development cadence. For more information, see “Research and Development” in Part I, Item 1 of this Form 10-K. 

e Strategic Investments. We make equity investments in companies around the world to further our strategic objectives and to 
support our key business initiatives, including investments through our Intel Capital program. We generally focus on investing in 
companies and initiatives to stimulate growth in the digital economy, create new business opportunities for Intel, and expand global 
markets for our products. Our current investment focus areas include those that we believe help to enable mobile wireless devices, 
advance the digital home, enhance the digital enterprise, advance high-performance communications infrastructures, and develop 
the next generation of silicon process technologies. Our focus areas tend to develop and change over time due to rapid 
advancements in technology. 

e Business Environment and Software. We plan to continue to cultivate new businesses and work to encourage the industry to offer 
products that take advantage of the latest market trends and usage models. We also provide development tools and support to help 
software developers create software applications and operating systems that take advantage of our platforms. We frequently 
participate in industry initiatives designed to discuss and agree upon technical specifications and other aspects of technologies that 
could be adopted as standards by standards-setting organizations. In addition, we work collaboratively with other companies to 
protect digital content and the consumer. Lastly, through our Software and Solutions Group, we help enable and advance the 
computing ecosystem by developing value-added software products and services. 


We believe that the proliferation of the Internet, including user demand for premium content and rich media, is the primary driver of the 
need for greater performance in PCs and servers. A growing number of older PCs are increasingly incapable of handling the tasks that users 
are demanding, such as streaming video, uploading photos, and online gaming. As these tasks become even more demanding and require 
more computing power, we believe that users will need and want to buy new PCs to perform everyday tasks on the Internet. We also believe 
that increased Internet traffic is creating a need for greater server infrastructure, including server products optimized for energy-efficient 
performance. 


We have experienced an overall shift in sales mix from desktop microprocessors to mobile microprocessors. We believe that, based on 
customer demand and market trends, mobile microprocessor shipments will exceed desktop microprocessor shipments as early as 2009. 
Mobile microprocessors generally have higher average selling prices compared to desktop microprocessors, so the continued shift in sales 
mix to mobile microprocessors is expected to positively impact our revenue. Therefore, our strategy focuses on advancing mobile 
microprocessors to accelerate this shift in sales mix. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 


We are investing in areas in which we believe the application of highly integrated Intel® architecture provides growth opportunities, such as 
scalable, high-performance visual computing solutions that integrate vivid graphics and supercomputing performance for scientific, financial 
services, and other compute-intensive applications. In addition, our design and manufacturing technology leadership, including the recent 
introduction of our new 45nm process technology, allows us to develop low-cost, low-power microprocessors for new uses and form factors. 
We believe that these new microprocessors will give us the ability to extend Intel architecture and drive growth in new market segments, 
including MIDs, a new category of small, mobile consumer devices enabling a PC-like Internet experience; consumer electronics devices, 
which will deliver media and services to set-top boxes and TVs over broadband Internet connections; and ultra-low-cost PCs designed for 
emerging markets. We believe that the common elements for products in these new market segments are low power, low cost, and the 
ability to access the Internet. 


Strategy by Operating Segment 


Our Digital Enterprise Group (DEG) offers computing and communications products for businesses, service providers, and consumers. 
DEG products are incorporated into desktop computers, enterprise computer servers, workstations, and products that make up the 
infrastructure for the Internet. We also offer products for embedded designs, such as industrial equipment, point-of-sale systems, panel PCs, 
automotive information/entertainment systems, and medical equipment. Within DEG, our largest market segments are in desktop and 
enterprise computing. Our strategy for the desktop computing market segment is to offer products that provide increased manageability, 
security, and energy-efficient performance while at the same time lowering total cost of ownership for businesses. Our strategy for the 
enterprise computing market segment is to offer products that provide energy-efficient performance, ease of use, manageability, reliability, 
and security for entry-level to high-end servers and workstations. 


The strategy for our Mobility Group is to offer notebook PC products designed to improve performance, battery life, and wireless 
connectivity, as well as to allow for the design of smaller, lighter, and thinner form factors. We are also increasing our focus on notebooks 
designed for the business environment by offering products that provide increased manageability and security, and we continue to invest in 
the build-out of WiMAX. For the ultra-mobile market segment, we offer energy-efficient products that are designed primarily for mobile 
processing of digital content and Internet access, and we are developing new products to support this evolving market segment, including 
products for MIDs and ultra-mobile PCs. 


The strategy for our NAND Products Group is to offer advanced NAND flash memory products, primarily used in digital audio players, 
memory cards, and system-level applications, such as solid-state drives. In support of our strategy to provide advanced flash memory 
products, we continue to focus on the development of innovative products designed to address the needs of customers for reliable, 
non-volatile, low-cost, high-density memory. 


For the Flash Memory Group, we expect to complete the divestiture of our NOR flash memory assets to Numonyx during the first quarter 
of 2008. We expect to enter into supply and transition service agreements to provide products, services, and support to Numonyx following 
the close of the transaction. See “Note 13: Divestitures” in Part II, Item 8 of this Form 10-K. 


The strategy for our Digital Home Group is to offer products for use in PCs and in-home consumer electronics devices designed to access 
and share Internet, broadcast, optical media, and personal content through a variety of linked digital devices within the home. We are 
focusing on the design of components for high-end enthusiast PCs, mainstream PCs with rich audio and video capabilities, and consumer 
electronic devices such as digital TVs, high-definition media players, and set-top boxes. 


The strategy for our Digital Health Group is to design and deliver technology-enabled products and explore global business opportunities in 
healthcare information technology, healthcare research, and productivity, as well as personal healthcare. In support of this strategy, we are 
focusing on the design of technology solutions and platforms for the digital hospital and consumer/home health products. 


The strategy for our Software and Solutions Group (SSG) is to promote Intel architecture as the platform of choice for software and 
services. SSG works with the worldwide software and services ecosystem by providing software products, engaging with developers, and 
driving strategic software investments. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 
Critical Accounting Estimates 


The methods, estimates, and judgments that we use in applying our accounting policies have a significant impact on the results that we 
report in our financial statements. Some of our accounting policies require us to make difficult and subjective judgments, often as a result of 
the need to make estimates regarding matters that are inherently uncertain. Our most critical accounting estimates include: 
e the valuation of non-marketable equity investments, which impacts net gains (losses) on equity investments when we record 
impairments; 
e the assessment of recoverability of long-lived assets, which primarily impacts gross margin or operating expenses when we record 
asset impairments or accelerate their depreciation; 
e the recognition and measurement of current and deferred income tax assets and liabilities (including the measurement of uncertain 
tax positions), which impact our tax provision; 
e the valuation of inventory, which impacts gross margin; and 
e the valuation and recognition of share-based compensation, which impact gross margin; R&D expenses; and marketing, general 
and administrative expenses. 


Below, we discuss these policies further, as well as the estimates and judgments involved. We also have other policies that we consider key 
accounting policies, such as those for revenue recognition, including the deferral of revenue on sales to distributors; however, these policies 
typically do not require us to make estimates or judgments that are difficult or subjective. 


Non-Marketable Equity Investments 


We regularly invest in non-marketable equity investments of private companies, which range from early-stage companies that are often still 
defining their strategic direction to more mature companies with established revenue streams and business models. The carrying value of 
our non-marketable equity investment portfolio, excluding equity derivatives, totaled $3.4 billion at December 29, 2007 ($2.8 billion at 
December 30, 2006) and included our investment in IMFT of $2.2 billion ($1.3 billion at December 30, 2006). Our non-marketable equity 
investments are classified in other long-term assets on the consolidated balance sheets. 


Non-marketable equity investments are inherently risky, and a number of these companies are likely to fail. Their success is dependent on 
product development, market acceptance, operational efficiency, and other factors. In addition, depending on their future prospects and 
market conditions, they may not be able to raise additional funds when needed or they may receive lower valuations, with less favorable 
investment terms than in previous financings, and our investments would likely become impaired. 


We review our investments quarterly for indicators of impairment; however, for non-marketable equity investments, the impairment analysis 
requires significant judgment to identify events or circumstances that would significantly harm the fair value of the investment. The 
indicators that we use to identify those events or circumstances include: 
e the investee’s revenue and earnings trends relative to predefined milestones and overall business prospects; 
e the technological feasibility of the investee’s products and technologies; 
e the general market conditions in the investee’s industry or geographic area, including adverse regulatory or economic changes; 
e factors related to the investee’s ability to remain in business, such as the investee’s liquidity, debt ratios, and the rate at which the 
investee is using its cash; and 
e the investee’s receipt of additional funding at a lower valuation. If an investee obtains additional funding at a valuation lower than 
our carrying amount or a new round of equity funding is required for the investee to remain in business, and the new round of 
equity does not appear imminent, it is presumed that the investment is other than temporarily impaired, unless specific facts and 
circumstances indicate otherwise. 


Investments that we identify as having an indicator of impairment are subject to further analysis to determine if the investment is other than 
temporarily impaired, in which case we write down the investment to its estimated fair value. For non-marketable equity investments that 
we do not consider viable from a financial or technological point of view, we write down the entire investment, since we consider the 
estimated fair value to be nominal. Over the past 12 quarters, including the fourth quarter of 2007, impairments of non-marketable equity 
investments have ranged between $10 million and $44 million per quarter. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 


Long-Lived Assets 


We assess the impairment of long-lived assets when events or changes in circumstances indicate that the carrying value of the assets or the 
asset grouping may not be recoverable. Factors that we consider in deciding when to perform an impairment review include significant 
under-performance of a business or product line in relation to expectations, significant negative industry or economic trends, and significant 
changes or planned changes in our use of the assets. Recoverability of assets that will continue to be used in our operations is measured by 
comparing the carrying amount of the asset grouping to our estimate of the related total future undiscounted net cash flows. If an asset 
grouping’s carrying value is not recoverable through the related undiscounted cash flows, the asset grouping is considered to be impaired. 
The impairment is measured by comparing the difference between the asset grouping’s carrying amount and its fair value, based on the best 
information available, including market prices or discounted cash flow analysis. 


Impairments of long-lived assets are determined for groups of assets related to the lowest level of identifiable independent cash flows. Due 
to our asset usage model and the interchangeable nature of our semiconductor manufacturing capacity, we must make subjective judgments 
in determining the independent cash flows that can be related to specific asset groupings. In addition, as we make manufacturing process 
conversions and other factory planning decisions, we must make subjective judgments regarding the remaining useful lives of assets, 
primarily process-specific semiconductor manufacturing tools and building improvements. When we determine that the useful lives of assets 
are shorter than we had originally estimated, we accelerate the rate of depreciation over the assets’ new, shorter useful lives. Over the past 
12 quarters, including the fourth quarter of 2007, impairments and accelerated depreciation of long-lived assets have ranged between 

$1 million and $320 million per quarter. This range includes restructuring charges for asset impairments between zero and $317 million per 
quarter. 


Income Taxes 


We must make certain estimates and judgments in determining income tax expense for financial statement purposes. These estimates and 
judgments occur in the calculation of tax credits, benefits, and deductions, and in the calculation of certain tax assets and liabilities, which 
arise from differences in the timing of recognition of revenue and expense for tax and financial statement purposes, as well as the interest 
and penalties related to these uncertain tax positions. Significant changes to these estimates may result in an increase or decrease to our tax 
provision in a subsequent period. 


We must assess the likelihood that we will be able to recover our deferred tax assets. If recovery is not likely, we must increase our 
provision for taxes by recording a valuation allowance against the deferred tax assets that we estimate will not ultimately be recoverable. 
We believe that we will ultimately recover a substantial majority of the deferred tax assets recorded on our consolidated balance sheets. 
However, should there be a change in our ability to recover our deferred tax assets, our tax provision would increase in the period in which 
we determined that the recovery was not likely. 


The calculation of our tax liabilities involves dealing with uncertainties in the application of complex tax regulations. In the first quarter of 
2007, we adopted Financial Accounting Standards Board (FASB) Interpretation No. 48, “Accounting for Uncertainty in Income Taxes—an 
interpretation of SFAS No. 109” (FIN 48), and related guidance (see “Note 17: Taxes” in Part II, Item 8 of this Form 10-K). As a result of 
the implementation of FIN 48, we recognize liabilities for uncertain tax positions based on the two-step process prescribed in the 
interpretation. The first step is to evaluate the tax position for recognition by determining if the weight of available evidence indicates that it 
is more likely than not that the position will be sustained on audit, including resolution of related appeals or litigation processes, if any. The 
second step requires us to estimate and measure the tax benefit as the largest amount that is more than 50% likely to be realized upon 
ultimate settlement. It is inherently difficult and subjective to estimate such amounts, as we have to determine the probability of various 
possible outcomes. We reevaluate these uncertain tax positions on a quarterly basis. This evaluation is based on factors including, but not 
limited to, changes in facts or circumstances, changes in tax law, effectively settled issues under audit, and new audit activity. Such a 
change in recognition or measurement would result in the recognition of a tax benefit or an additional charge to the tax provision. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 


Inventory 


The valuation of inventory requires us to estimate obsolete or excess inventory as well as inventory that is not of saleable quality. The 
determination of obsolete or excess inventory requires us to estimate the future demand for our products. The demand forecast is included 
in the development of our short-term manufacturing plans to enable consistency between inventory valuation and build decisions. 
Product-specific facts and circumstances reviewed in the inventory valuation process include a review of the customer base, the stage of the 
product life cycle of our products, consumer confidence, and customer acceptance of our products, as well as an assessment of the selling 
price in relation to the product cost. If our demand forecast for specific products is greater than actual demand and we fail to reduce 
manufacturing output accordingly, or if we fail to forecast the demand accurately, we could be required to write off inventory, which would 
negatively impact our gross margin. 


Share-Based Compensation 


Effective January 1, 2006, we adopted the provisions of Statement of Financial Accounting Standards (SFAS) No. 123 (revised 2004), 
“Shared-Based Payment” (SFAS No. 123(R)). SEAS No. 123(R) requires employee equity awards to be accounted for under the fair value 
method. Total share-based compensation during 2007 was $952 million ($1.4 billion in 2006). Determining the appropriate fair-value model 
and calculating the fair value of employee stock options and rights to purchase shares under stock purchase plans at the date of grant 
require judgment. We use the Black-Scholes option pricing model to estimate the fair value of these share-based awards consistent with the 
provisions of SFAS No. 123(R). Option pricing models, including the Black-Scholes model, also require the use of input assumptions, 
including expected volatility, expected life, expected dividend rate, and expected risk-free rate of return. The assumptions for expected 
volatility and expected life are the two assumptions that significantly affect the grant date fair value. Changes in the expected dividend rate 
and expected risk-free rate of return do not significantly impact the calculation of fair value, and determining these inputs is not highly 
subjective. 


We use implied volatility based on freely traded options in the open market, as we believe implied volatility is more reflective of market 
conditions and a better indicator of expected volatility than historical volatility. In determining the appropriateness of implied volatility, we 
considered the following: 
e the volume of market activity of freely traded options, and determined that there was sufficient market activity; 
e the ability to reasonably match the input variables of freely traded options to those of options granted by the company, such as the 
date of grant and the exercise price, and determined that the input assumptions were comparable; and 
e the term of freely traded options used to derive implied volatility, which is generally one to two years, and determined that the 
length of term was sufficient. 


Due to significant differences in the vesting terms and contractual life of current option grants compared to the majority of our historical 
grants, management does not believe that our historical share option exercise data provides us with sufficient evidence to estimate expected 
term. Therefore, we use the simplified method of calculating expected life described in the SEC’s Staff Accounting Bulletin 107 (SAB 107). 
In December 2007, the SEC issued Staff Accounting Bulletin 110 (SAB 110) to amend the SEC’s views discussed in SAB 107 regarding 
the use of the simplified method in developing an estimate of expected life of share options in accordance with SFAS No. 123(R). SAB 110 
is effective for us beginning in the first quarter of fiscal year 2008. We will continue to use the simplified method until we have the 
historical data necessary to provide a reasonable estimate of expected life, in accordance with SAB 107, as amended by SAB 110. 
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Higher volatility and longer expected lives result in an increase to share-based compensation determined at the date of grant. The effect that 
changes in the volatility and the expected life would have on the weighted average fair value of option awards and the increase in total fair 
value during 2007 and 2006 were as follows: 


2007 2006 
Weighted Average Increase in Total Weighted Average Increase in Total 
Fair Value Per Fair Value’ Fair Value Per Fair Value 
Share (In Millions) Share (In Millions) 

As TEDOT Ed corrida rie $ 5.79 $ 5.21 
Hypothetical: 

Increase expected volatility by 

5 percentage points? .........o..o... $ 6.56 $ 20 $ 592 $ 36 
Increase expected life by 1 year ........ $ 6.24 $ 12 $ 5.68 $ 24 


1 Amounts represent the hypothetical increase in the total fair value determined at the date of grant, which would be amortized over 
the service period, net of estimated forfeitures. 


? For example, an increase from 26% reported volatility for 2007 to a hypothetical 31% volatility. 


In addition, SFAS No. 123(R) requires us to develop an estimate of the number of share-based awards that will be forfeited due to 
employee turnover. Quarterly adjustments in the estimated forfeiture rates can have a significant effect on reported share-based 
compensation, as we recognize the cumulative effect of the rate adjustments for all expense amortization after January 1, 2006 in the period 
in which the estimated forfeiture rates are adjusted. We estimate and adjust forfeiture rates based on a quarterly review of recent forfeiture 
activity and expected future employee turnover. If a revised forfeiture rate is higher than our previously estimated forfeiture rate, we make 
an adjustment that will result in a decrease in the expense recognized in the financial statements. If a revised forfeiture rate is lower than 
the previously estimated forfeiture rate, we make an adjustment that will result in an increase in the expense recognized in the financial 
statements. These adjustments affect our gross margin; R&D expenses; and marketing, general and administrative expenses. The effect of 
forfeiture adjustments in 2006 and 2007 was insignificant. We record cumulative adjustments to the extent that the related expense is 
recognized in the financial statements, beginning with implementation of SFAS No. 123(R) in the first quarter of 2006. Therefore, the 
potential impact from cumulative forfeiture adjustments will increase in future periods. The expense that we recognize in future periods 
could also differ significantly from the current period and from our forecasts due to adjustments in the assumed forfeiture rates. 


Recent Accounting Pronouncements and Accounting Changes 


See “Note 2: Accounting Policies” in Part II, Item 8 of this Form 10-K for a description of accounting changes and recent accounting 
pronouncements, including the expected dates of adoption and estimated effects, if any, on our consolidated financial statements. 
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Results of Operations 


The following table sets forth certain consolidated statements of income data as a percentage of net revenue for the periods indicated: 


2007 2006 2005 

% of % of % of 
(Dollars in Millions, Except Per Share Amounts) Dollars Revenue Dollars Revenue Dollars Revenue 
NR AAA $38,334 100.0% $35,382 100.0% $38,826 100.0% 
COSt OF sal cios ld il ia bs 18,430 48.1% 17,164 48.5% 15,777 40.6% 
Gross margin veia a ad 19,904 51.9% 18,218 51.5% 23,049 59.4% 
Research and development........... 0.000000 eee 5,755 15.0% 5,873 16.6% 5,145 13.3% 
Marketing, general and administrative................ 5,401 14.1% 6,096 17.2% 5,688 14.7% 
Restructuring and asset impairment charges ............ 516 1.3% 555 1.6% = — 
Amortization of acquisition-related intangibles and costs . . . 16 0.1% 42 0.1% 126 0.3% 
Operating income ..................0..0 0 eens 8,216 21.4% 5,652 16.0% 12,090 31.1% 
Gains (losses) on equity investments, net.............. 157 0.4% 214 0.6% (45) (0.1)% 
Interest and other, net ......... 0.0.0.0 cc eee eee eee 793 2.1% 1,202 3.4% 565 1.5% 
Income before taxes... ....... 0.0.0.0 eee es 9,166 23.9% 7,068 20.0% 12,610 32.5% 
Provision for taxes: sio es oo aaa a oes 2,190 5.1% 2,024 5.1% 3,946 10.2% 
Net income o... $ 6,976 18.2% $ 5,044 14.3% $ 8,664 22.3% 
Diluted earnings per share....................0-5 $ 1.18 $ 0.86 $ 1.40 

The following table sets forth revenue information of geographic regions for the periods indicated: 
2007 2006 2005 

% of % of % of 
(Dollars in Millions) Dollars Total Dollars Total Dollars Total 
Asia Pacii C ccc 58 toasts bed eee aes wi A Pees $19,432 51% $17,477 49% $19,330 50% 
America a SH ia oe ere te GS 7,715 20% 7,512 21% 7,574 19% 
BUPOP C055: .si0b neg tle ahd ake Sad wh ag aig hw Ram Fae 7,262 19% 6,587 19% 8,210 21% 
A bed eae eee de SE SEG a 3,925 10% 3,806 11% 3,7112 10% 
Total net revenue. 0.0000 c cee eee eee $38,334 100% $35,382 100% $38,826 100% 


Our net revenue was $38.3 billion in 2007, an increase of 8% compared to 2006. Higher microprocessor unit sales were partially offset by 
lower microprocessor average selling prices. Higher mobile chipset unit sales also contributed to the increase in net revenue. 


Lower NOR flash memory revenue was mostly offset by the ramp of our NAND flash memory business. The decrease in NOR flash 
memory revenue was due to a significant decline in average selling prices. Lower royalty revenue was offset by higher unit sales. 


Revenue in the Asia-Pacific region increased 11% and revenue in the Europe region increased 10% in 2007 compared to 2006, and revenue 
in both the Americas region and Japan increased 3% in 2007 compared to 2006. Revenue from both mature and emerging markets increased 
in 2007 compared to 2006. While the revenue in mature markets increased in all four geographic regions, the majority of the growth in 
revenue occurred in the Asia-Pacific region. A substantial majority of the increase in emerging markets also occurred in the Asia-Pacific 
region. 
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Our overall gross margin dollars for 2007 were $19.9 billion, an increase of $1.7 billion, or 9%, compared to 2006. Our overall gross 
margin percentage was relatively flat at 51.9% in 2007 compared to 51.5% in 2006. The gross margin percentage increase in the Digital 
Enterprise Group operating segment was mostly offset by a decrease in the gross margin percentage in the Mobility Group operating 
segment and costs associated with the ramp of our NAND flash memory business. We derived most of our overall gross margin dollars and 
operating profit in 2007 and 2006 from the sale of microprocessors in the Digital Enterprise Group and Mobility Group operating segments. 
See “Business Outlook” for a discussion of gross margin expectations. 


Our net revenue was $35.4 billion in 2006, a decrease of 9% compared to 2005. Substantially all of the decrease was due to significantly 
lower average selling prices of microprocessors. Fiscal year 2006 was a 52-week fiscal year in contrast to fiscal year 2005, which was a 
53-week fiscal year. 


Revenue from sales of NOR flash memory products decreased in 2006 compared to 2005, primarily due to lower average selling prices, 
partially offset by higher royalty revenue. In 2006, we began shipping NAND flash memory products manufactured by IMFT. 


Revenue in the Asia-Pacific region decreased 10% and revenue in the Europe region decreased 20% in 2006 compared to 2005. These 
decreases were slightly offset by revenue in Japan, which increased slightly in 2006 compared to 2005. Revenue in the Americas region was 
approximately flat in 2006 compared to 2005. Mature and emerging markets both declined in 2006 compared to 2005. The decrease within 
mature markets occurred in the Europe and Asia-Pacific regions, and a substantial majority of the decrease within the emerging markets 
occurred in the Europe and Asia-Pacific regions. 


Our overall gross margin dollars for 2006 were $18.2 billion, a decrease of $4.8 billion, or 21%, compared to 2005. Our overall gross 
margin percentage decreased to 51.5% in 2006 from 59.4% in 2005. The gross margin percentage for the Digital Enterprise Group and the 
Mobility Group were both lower in 2006 compared to 2005. A mix shift of our total revenue to the Mobility Group, which has a higher 
gross margin percentage, slightly offset these decreases to the overall gross margin. We derived most of our overall gross margin dollars in 
2006 and 2005 from the sale of microprocessors in the Digital Enterprise Group and Mobility Group operating segments. The 2006 gross 
margin included the impact of share-based compensation, which we began recognizing in 2006. The 2005 gross margin was affected by a 
litigation settlement agreement with MicroUnity, Inc. in which we recorded a $140 million charge to cost of sales, of which $110 million 
was allocated to the Digital Enterprise Group and $30 million was allocated to the Mobility Group. 


Digital Enterprise Group 


The revenue and operating income for the Digital Enterprise Group (DEG) for the three years ended December 29, 2007 were as follows: 


(In Millions) 2007 2006 2005 

Microprocessor TeVenue: sng s:acc unm A Ped AE Ree bak Aaa ede Babi ca $ 15,234 $ 14606 $ 19,412 
Chipset, motherboard, and other revenue... 1... 0.0... eee ee eee 5,106 5,270 5,725 
Net revenie A HE donee estat WS ESN $ 20,340 $ 19,876 $ 25,137 
Operating MCOMeCs. s.m rabassa cdas $ 5,169 $ 3,510 $ 9,020 


Net revenue for the DEG operating segment increased by $464 million, or 2%, in 2007 compared to 2006. Microprocessors within DEG 
include microprocessors designed for the desktop and enterprise computing market segments as well as embedded microprocessors. The 
increase in microprocessor revenue was due to higher microprocessor unit sales and higher enterprise average selling prices. These increases 
were partially offset by lower desktop average selling prices in a competitive pricing environment. The decrease in chipset, motherboard, 
and other revenue was due to lower motherboard unit sales as well as a decrease in communications infrastructure revenue, which is 
primarily due to divestitures of certain communications infrastructure businesses that were completed in 2006 and 2007. Partially offsetting 
these decreases was higher chipset revenue. 


Operating income increased by $1.7 billion, or 47%, in 2007 compared to 2006. The increase in operating income was primarily due to 
lower desktop microprocessor unit costs and lower operating expenses, and to a lesser extent, sales of desktop microprocessor inventory that 
had been previously written off. Partially offsetting these increases were higher chipset unit costs and approximately $425 million of higher 
start-up costs, primarily related to our 45nm process technology. In 2007, we began including shared-based compensation in the 
computation of operating income (loss) for each operating segment and adjusted the 2006 operating segment results to reflect this change. 
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For 2006, net revenue for the DEG operating segment decreased by $5.3 billion, or 21%, compared to 2005. The decline in net revenue was 
mostly due to a significant decline in microprocessor revenue, and to a lesser extent, a decline in chipset, motherboard, and other revenue. 
The decline in microprocessor revenue was due to lower average selling prices and unit sales of desktop microprocessors. Enterprise 
microprocessor revenue increased in 2006. The decline in chipset, motherboard, and other revenue was due equally to lower chipset revenue 
and motherboard revenue. 


Operating income decreased by $5.5 billion, or 61%, in 2006 compared to 2005. Substantially all of the decrease was due to the revenue 
decline. Higher microprocessor unit costs, along with $210 million of higher factory under-utilization charges, were offset by approximately 
$540 million of lower start-up costs. Unit costs were higher in 2006 compared to 2005 due primarily to a mix shift to dual-core 
microprocessors. Results for 2006 included the recognition of share-based compensation. Results for 2005 did not include share-based 
compensation. Results for 2005 included a charge related to a settlement agreement with MicroUnity. 


Mobility Group 


The revenue and operating income for the Mobility Group (MG) for the three years ended December 29, 2007 were as follows: 


(In Millions) 2007 2006 2005 

Microprocessor TEVENUC: ii RI a eRe A A A e a S $ 10,660 $ 9212 $ 8,704 
Chipset and other TEVENUS. uo a a de 4,021 3,097 2,427 
Net TE VEMING so us o la dd o E a $ 14,681 $ 12,309 $ 11,131 
Operating income: ci rt A A a $ 5,606 $ 4,595 $ 5,335 


Net revenue for the MG operating segment increased by $2.4 billion, or 19%, in 2007 compared to 2006. Microprocessor revenue increased 
by $1.4 billion, or 16%, in 2007 compared to 2006, while chipsets and other revenue increased by $924 million, or 30%, in 2007 compared 
to 2006. The increase in microprocessor revenue was due to a significant increase in unit sales, partially offset by significantly lower 
average selling prices. The increase in chipset and other revenue was due to higher unit sales of chipsets, and to a lesser extent, higher 
revenue from sales of cellular baseband products. In the fourth quarter of 2006, we sold certain assets of the business line that included 
application and cellular baseband processors used in handheld devices; however, in 2007 we continued to manufacture and sell these 
products as part of a manufacturing and transition services agreement. 


Operating income increased by $1.0 billion, or 22%, in 2007 compared to 2006. The increase in operating income was primarily due to 
higher revenue. Lower microprocessor unit costs were more than offset by approximately $330 million of higher start-up costs, primarily 
related to our 45nm process technology. Lower unit costs on wireless connectivity and cellular baseband products were offset by higher 
chipset unit costs. Operating expenses were higher in 2007 compared to 2006; however, operating expenses as a percentage of revenue 
decreased in 2007 compared to 2006. 


For 2006, net revenue for the MG operating segment increased by $1.2 billion, or 11%, compared to 2005. Microprocessor revenue 
increased by $508 million, or 6%, in 2006 compared to 2005, while chipsets and other revenue increased by $670 million, or 28%, in 2006 
compared to 2005. The increase in microprocessor revenue was due to higher unit sales, largely offset by lower average selling prices. The 
majority of the increase in chipset and other revenue was due to higher revenue from sales of chipsets, and to a lesser extent, higher revenue 
from sales of wireless connectivity products. Sales of these products increased primarily due to increased sales of our Intel Centrino 
processor technologies. 


Operating income decreased by $740 million, or 14%, in 2006 compared to 2005. The decline was primarily caused by higher operating 
expenses, due in part to the recognition of share-based compensation. Results for 2005 did not include share-based compensation. The 
effects of higher revenue were offset by higher unit costs for microprocessors. Start-up costs were approximately $170 million lower in 
2006 compared to 2005. 
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Operating Expenses 


Operating expenses for the three years ended December 29, 2007 were as follows: 


(In Millions) 2007 2006 2005 

Reésearch:and! development ii A AA A a os $ 5,755 $ 5,873 $ 5,145 
Marketing, general and administrative... 2... teen eens $ 5,401 $ 6,096 $ 5,688 
Restructuring and asset impairment charges... 2... eee $ 516 $ 555 $ — 
Amortization of acquisition-related intangibles and costs... 2... 0... 00... e eee eee $ 16 $ 42 $ 126 


Research and Development. R&D spending decreased $118 million, or 2%, in 2007 compared to 2006, and increased $728 million, or 14%, 
in 2006 compared to 2005. The decrease in 2007 compared to 2006 was primarily due to lower process development costs as we 
transitioned from R&D to manufacturing using our 45nm process technology, partially offset by higher profit-dependent compensation. The 
increase in 2006 compared to 2005 was primarily due to share-based compensation resulting from the implementation of SFAS No. 123(R) 
in 2006, and to a lesser extent, higher development costs driven by our 45nm process technology. 


Marketing, General and Administrative. Marketing, general and administrative expenses decreased $695 million, or 11%, in 2007 compared 
to 2006, and increased $408 million, or 7%, in 2006 compared to 2005. The decrease in 2007 compared to 2006 was primarily due to lower 
headcount, lower share-based compensation, and lower cooperative advertising expenses, partially offset by higher profit-dependent 
compensation. The increase in 2006 compared to 2005 was primarily due to share-based compensation resulting from the implementation of 
SFAS No. 123(R) in 2006, and to a lesser extent, higher headcount. Partially offsetting these increases were lower marketing program 
spending and lower profit-dependent compensation. 


R&D along with marketing, general and administrative expenses were 29% of net revenue in 2007, 34% of net revenue in 2006, and 28% 
of net revenue in 2005. Fiscal year 2005 included 53 weeks. The percentage decline in 2007 compared to 2006 is an indication of our 
progress toward improving our cost structure and efficiency as we grew revenue at a faster rate than operating expenses. 


Restructuring and Asset Impairment Charges. In the third quarter of 2006, management approved several actions that were recommended 
by our structure and efficiency task force as part of a restructuring plan designed to improve operational efficiency and financial results. 
Some of these activities involve cost savings or other actions that do not result in restructuring charges, such as better utilization of assets, 
reduced spending, and organizational efficiencies. The efficiency program includes headcount targets for various groups within the 
company, and these targets are being met through ongoing employee attrition and terminations. In addition, business divestitures further 
reduce our headcount. 


Restructuring and asset impairment charges for the three years ended December 29, 2007 were as follows: 


(In Millions) 2007 2006 2005 

Employee severance and benefit arrangements ......... 0.0... cece eee tees $ 289 $ 238 $ — 
ASSEtIMPAlMeniS o caos acida rs ar RE ES ES A Ew ada eels 227 317 — 
Total restructuring and asset impairment charges.............. 200.0000 cee o $ 516 $ 555 $ — 


During 2006, we completed the divestiture of three businesses concurrently with the ongoing execution of our efficiency program. See 
“Note 13: Divestitures” in Part II, Item 8 of this Form 10-K for further discussion. In connection with the divestiture of certain assets of our 
communications and application processor business, we recorded impairment charges of $103 million related to the write-down of 
manufacturing tools to their fair value, less the cost to dispose of the assets. We determined the fair value using a market-based valuation 
technique. In addition, as a result of both this divestiture and a subsequent assessment of our worldwide manufacturing capacity operations, 
we placed for sale our fabrication facility in Colorado Springs, Colorado. This plan resulted in an impairment charge of $214 million to 
write down to fair value the land, building, and equipment asset grouping that has been principally used to support our communications and 
application processor business. We determined the fair market value of the asset grouping using an average of the results from using the 
cost approach and market approach valuation techniques. 
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During 2007, we incurred an additional $54 million in asset impairment charges as a result of softer than anticipated market conditions 
related to the Colorado Springs facility. Also, we recorded land and building write-downs related to certain facilities in Santa Clara, 
California. In addition, during the fourth quarter we incurred $85 million in asset impairment charges related to the anticipated divestiture 
of our NOR flash memory business. The impairment charges were determined using the revised fair value, less selling costs, that we 
expected to receive upon completion of the divestiture. See “Note 13: Divestitures” in Part II, Item 8 of this Form 10-K for further 
information on this divestiture, which is expected to be completed during the first quarter of 2008. 


The following table summarizes the restructuring and asset impairment activity for 2006 and 2007: 


Employee Severance 


(In Millions) and Benefits Asset Impairments Total 

Accrued restructuring balance as of December 31, 2005 .. $ — $ — $ — 
Additional accruals... 2... ees 238 317 555 
AA dS ay acted Auk Wan ee EO — — — 
Cash payMentsis.c. aen ea od eX (190) — (190) 
Non-cash settlements. .... nananana eee — (317) (317) 
Accrued restructuring balance as of December 30, 2006 .. $ 48 $ — $ 48 
Additional accruals... ees 299 227 526 
Adjustment eepe beets eee OLA ee a SP ee (10) — (10) 
Cash payments; roista eia E eee eee (210) — (210) 
Non-cash settlements..............oooooooooooo.... — (227) (227) 
Accrued restructuring balance as of December 29, 2007 .. $ 127 $ — $ 127 


We recorded the additional accruals, net of adjustments, as restructuring and asset impairment charges on the consolidated statements of 
income. The remaining accrual as of December 29, 2007 was related to severance benefits that we recorded as a current liability within 
accrued compensation and benefits on the consolidated balance sheets. 


From the third quarter of 2006 through the fourth quarter of 2007, we incurred a total of $1.1 billion in restructuring and asset impairment 
charges related to this plan. These charges included a total of $527 million related to employee severance and benefit arrangements due to 
the termination of approximately 9,900 employees, of which 7,700 employees had left the company as of December 29, 2007. A substantial 
majority of these employee terminations affected employees within manufacturing, information technology, and marketing. Of the employee 
severance and benefit charges incurred as of December 29, 2007, we had paid $400 million. The restructuring and asset impairment charges 
also included $544 million in asset impairment charges. 


We estimate that employee severance and benefit charges to date will result in gross annual savings of approximately $1.0 billion, a portion 
of which we began to realize in the third quarter of 2006. We are realizing these savings within marketing, general and administrative 
expenses, cost of sales, and R&D. Our outlook for the first quarter of 2008 is for additional restructuring and asset impairment charges of 
$100 million. We may incur additional restructuring charges in the future for employee severance and benefit arrangements, as well as 
facility-related or other exit activities. 


Amortization of Acquisition-Related Intangibles and Costs. Amortization of acquisition-related intangibles and costs was $16 million in 
2007 ($42 million in 2006 and $126 million in 2005). The decreased amortization each year compared to the previous year was primarily 
due to a portion of the intangibles related to prior acquisitions becoming fully amortized. 
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Gains (losses) on Equity Investments, Interest and Other, and Provision for Taxes 


Gains (losses) on equity investments, net; interest and other, net; and provision for taxes for the three years ended December 29, 2007 were 
as follows: 


(In Millions) 2007 2006 2005 

Gains (losses) on equity investments, net... nosaus eee eee $ 157 $ 214 $ (45) 
Interest and Other, Det. eed errar A a a ada $ 793 $ 1202 $ 565 
Provision fOr tax bid id a taba de F $ (2,190) $ (2,024) $ (3,946) 


Net gains on equity investments were $157 million in 2007 compared to $214 million in 2006. During 2007, we recognized higher losses 
from our equity method investments, primarily from our investment in Clearwire Corporation. In addition, we recognized higher impairment 
charges, partially offset by higher gains on sales of equity investments and other equity transactions. Impairment charges were $120 million 
in 2007. 


Net gains on equity investments were $214 million in 2006 compared to net losses of $45 million in 2005. During 2006, we recognized 
higher gains on sales of equity investments and lower impairment charges compared to 2005. Net gains on equity investments in 2006 
included the gain of $103 million on the sale of a portion of our investment in Micron, which was sold for $275 million. Impairment 
charges were $79 million in 2006 compared to $208 million in 2005. During 2005, impairment charges included a $105 million impairment 
charge on our investment in Micron. 


Interest and other, net decreased to $793 million in 2007 compared to $1.2 billion in 2006, primarily due to lower divestiture gains, partially 
offset by higher interest income resulting primarily from higher average investment balances, and to a lesser extent higher interest rates. 
Interest and other, net increased to $1.2 billion in 2006 compared to $565 million in 2005, reflecting net gains of $612 million for three 
divestitures (see “Note 13: Divestitures” in Part II, Item 8 of this Form 10-K) and higher interest income as a result of higher interest rates, 
partially offset by lower average investment balances. 


Our effective income tax rate was 23.9% in 2007 (28.6% in 2006 and 31.3% in 2005). The rate decreased in 2007 compared to 2006, 
primarily due to the reversal of previously accrued taxes of $481 million (including $50 million of accrued interest) related to settlements 
with the U.S. Internal Revenue Service in the first and second quarters of 2007. Our effective income tax rate was lower in 2006 compared 
to 2005, primarily due to a higher percentage of our profits being derived from lower tax jurisdictions. In addition, the rate for 2005 
included an increase to the tax provision of approximately $265 million as a result of the decision to repatriate non-U.S. earnings under the 
American Jobs Creation Act of 2004. Partially offsetting the decrease in the effective tax rate was the impact of share-based compensation. 
In 2006, the phasing out of the tax benefit for export sales only slightly increased the effective tax rate compared to 2005, given the 
decrease in income before taxes. 


Share-Based Compensation 


Share-based compensation totaled $952 million in 2007, $1.4 billion in 2006, and zero in 2005. Share-based compensation was included in 
cost of sales and operating expenses. We adopted SFAS No. 123(R) under the modified prospective transition method, effective beginning in 
2006. Prior to the adoption of SFAS No. 123(R), we accounted for our equity incentive plans under the intrinsic value recognition and 
measurement principles of Accounting Principles Board (APB) Opinion No. 25, “Accounting for Stock Issued to Employees” and related 
interpretations. Accordingly, no share-based compensation was recognized in net income. The decrease in share-based compensation from 
2006 to 2007 was a result of fewer equity awards vesting in 2007 compared to 2006. 
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As of December 29, 2007, unrecognized share-based compensation costs and the weighted average periods over which the costs are 
expected to be recognized were as follows: 


Unrecognized 
Share-Based Weighted 
Compensation Average 
(Dollars in Millions) Costs Period 
Stock Opon ia bee ee hee See eed ae do date ew ais $ 524 1.1 years 
Restricted Stock Units: -ep ccs eta nak rs KSA SERRE EAE REAR RE eR Rea $ 707 1.6 years 
Stock purchase plais coi ca gine hdd oP ee Ged wed eda dating weg $ 16 1 month 


Liquidity and Capital Resources 


Cash, short-term investments, fixed-income debt instruments included in trading assets, and debt at the end of each period were as follows: 


Dec. 29, Dec. 30, 
(Dollars in Millions) 2007 2006 
Cash, short-term investments, and fixed-income debt instruments included in trading assets.......... $ 14,871 $ 9,552 
Short-term and long-term debt... 0... 0... cent eee $ 2122 $ 2,028 
Debt as % of stockholders’ equity: s sy esoe cise ratua dees thit ee 5.0% 5.5% 

In summary, our cash flows were as follows: 

(In Millions) 2007 2006 2005 
Net cash provided by operating activities... 0... eee eee $ 12,625 $ 10,632 $ 14,851 
Net cash used for investing activities ere st cece ee nee (9,926) (4,988) (6,415) 
Net cash used for financing activities... 2.1... eee (1,990) (6,370) (9,519) 
Net increase (decrease) in cash and cash equivalents ....................00005 $ 709 $ (726) $ (1,083) 


Operating Activities 


Cash provided by operating activities is net income adjusted for certain non-cash items and changes in assets and liabilities. For 2007 
compared to 2006, the increase in cash provided by operating activities was primarily due to higher net income. Changes to working capital 
in 2007 from 2006 were approximately flat, with a decrease in inventory levels in 2007 compared to an increase in 2006, offset by higher 
purchases of trading assets exceeding maturities. Lower product costs and the reclassification of NOR inventory to held for sale in 
conjunction with our anticipated divestiture of the NOR flash memory business contributed to the lower inventory balance in 2007. In 
comparison, our inventory increased in 2006 as a result of higher product costs. In 2007, we began designating floating-rate securitized 
financial instruments purchased after 2006 as trading assets. 


For 2007 and 2006, our two largest customers accounted for 35% of our net revenue. In 2007, one of these customers accounted for 18% of 
our net revenue (19% in 2006) and another customer accounted for 17% of our net revenue (16% in 2006). Additionally, these two largest 
customers accounted for 35% of our accounts receivable at December 29, 2007 and December 30, 2006. 


For 2006 compared to 2005, the largest contributing factors to the decrease in cash provided by operating activities were lower net income, 
lower net maturities of trading assets, and changes in the amount of estimated tax payments, partially offset by a decrease in accounts 
receivable balances. Fiscal year 2006 included share-based compensation charges of $1.4 billion (zero for 2005). 
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Investing Activities 


Investing cash flows consist primarily of capital expenditures and net investment purchases, maturities, and disposals. For 2007 compared to 
2006, the increase in cash used for investing activities was primarily due to higher purchases of available-for-sale investments. Lower 
capital spending was mostly offset by lower proceeds from divestitures. 


During 2007, we purchased more available-for-sale investments, particularly short-term, highly liquid investments, as our level of cash 
available to invest increased. We received lower cash from divestitures: $32 million for one divestiture in 2007 compared to $752 million 
for three divestitures in 2006 (see “Note 13: Divestitures” in Part II, Item 8 of this Form 10-K). Our capital expenditures were $5.0 billion 
in 2007 and were primarily for the ramping of our new fabrication facilities. Capital expenditures for fiscal 2008 are currently expected to 
be approximately $5.2 billion, plus or minus $200 million. Capital expenditures during fiscal 2008 are expected to be funded by cash flows 
from operating activities. Capital expenditures were $5.9 billion in 2006 and 2005. 


The decrease in cash used in investing activities in 2006 compared to 2005 was primarily due to higher net maturities and sales of 
available-for-sale investments, cash received from divestitures in 2006, and the sale of a portion of our investment in Micron for 

$275 million. Partially offsetting these impacts, in 2006 we paid $600 million in cash for our equity investment in Clearwire and 

$615 million in cash for our equity investment in IMFT. In addition to the $615 million paid in cash, our initial investment in IMFT of 
$1.2 billion included the issuance of $581 million in notes (reflected as a financing activity) and a capital contribution of $128 million. 


Financing Activities 


Financing cash flows consist primarily of repurchases and retirement of common stock, payment of dividends to stockholders, and proceeds 
from sales of shares through employee equity incentive plans. 


For 2007 compared to 2006, the lower cash used in financing activities was primarily due to an increase in proceeds from sales of shares 
through employee equity incentive plans and a decrease in repurchases and retirement of common stock. Proceeds from sales of shares 
through employee equity incentive plans totaled $3.1 billion in 2007 compared to $1.0 billion in 2006, due to a higher volume of exercises 
of stock options because of our stock price trading at higher levels in 2007 compared to 2006, and a higher weighted average exercise price. 
During 2007, we repurchased 111 million shares of common stock as part of our common stock repurchase program at a cost of 

$2.75 billion (226 million shares at a cost of $4.6 billion during 2006). As of December 29, 2007, $14.5 billion remained available for 
repurchase under the existing repurchase authorization of $25 billion. We base our level of stock repurchases on internal cash management 
decisions, and this level may fluctuate. Our dividend payments for 2007 were $2.6 billion. On January 17, 2008, our Board of Directors 
declared a cash dividend of $0.1275 per common share for the first quarter of 2008, which represents a 13% increase in our quarterly cash 
dividend amount. 


The lower cash used in financing activities in 2006 compared to 2005 was primarily due to a decrease in repurchases and retirement of 
common stock, partially offset by additions to long-term debt in 2005 of $1.7 billion. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 
Liquidity 


Cash generated by operations is used as our primary source of liquidity. As of December 29, 2007, we also had an investment portfolio 
valued at $19.3 billion, consisting of cash and cash equivalents, fixed-income debt instruments included in trading assets, and short- and 
long-term investments. Substantially all of our investments in debt instruments are with A/A2 or better rated issuers, and the substantial 
majority of the issuers are rated AA/Aa2 or better. In addition to requiring all investments with original maturities of up to six months to be 
rated at least A-1/P-1 by Standard & Poors/Moody’s, our investment policy specifies a higher minimum rating for investments with longer 
maturities. For instance, investments with maturities beyond three years require a minimum rating of AA-/Aa3. Government regulations 
imposed on investment alternatives of our non-U.S. subsidiaries, or the absence of A rated counterparties in certain countries, result in some 
minor exceptions, which are reviewed annually by the Finance Committee of our Board of Directors. As of December 29, 2007, $9.5 billion 
of our portfolio had a remaining maturity of less than three months, and a substantial majority of our investments have remaining maturities 
of two years or less. In 2007, we did not recognize any other-than-temporary impairments on our portfolio of available-for-sale investments. 
During 2007, $24 million of unrealized losses were recognized related to debt instruments classified as trading assets, and as of 

December 29, 2007, $62 million of losses were unrealized related to debt instruments classified as available-for-sale. Substantially all of our 
unrealized losses can be attributed to fair value fluctuations in an unstable credit environment. As of December, 29, 2007, only $125 million 
of our investments did not comply with our credit guidelines, due to rating downgrades after the initial investment. However, these 
investments continue to be rated as investment-grade securities. 


Our portfolio includes $1.8 billion of asset-backed securities collateralized by first-lien mortgages, credit card debt, student loans, and auto 
loans. As of December 29, 2007, approximately one-third of our asset-backed securities were collateralized by first-lien mortgages. The 
mortgage-backed securities have an 80% loan-to-value ratio on average, and they include only first-lien mortgages. The average 
subordination level of the securities that we held as of December 29, 2007 was 27% (ranging from 18% to 40%), implying that the 
mortgage pool would have to suffer losses beyond those levels before our securities experience realized losses. In 2007, our asset-backed 
securities experienced unrealized fair value declines totaling $42 million of which $19 million was recognized in our income statement for 
those classified under trading assets. As of December 29, 2007, all of our investments in asset-backed securities were rated AAA/Aaa, and 
the weighted average remaining maturity was less than two years. 


We have the intent and ability to hold our debt investments for a sufficient period of time to allow for recovery of the principal amounts 
invested. 


We continually monitor the credit risk in our portfolio and mitigate our credit and interest rate exposures in accordance with the policies 
approved by our Board of Directors. We intend to continue to closely monitor future developments in the credit markets and make 
appropriate changes to our investment policy as deemed necessary. Based on our ability to liquidate our investment portfolio and our 
expected operating cash flows, we do not anticipate any liquidity constraints as a result of the current credit environment. 


Another potential source of liquidity is authorized borrowings, including commercial paper, of up to $3.0 billion. There were no borrowings 
under our commercial paper program during 2007. We also have an automatic shelf registration on file with the SEC pursuant to which we 
may offer an indeterminate amount of debt, equity, and other securities. 


We believe that we have the financial resources needed to meet business requirements for the next 12 months, including capital 
expenditures for the expansion or upgrading of worldwide manufacturing and assembly and test capacity, working capital requirements, the 
dividend program, potential stock repurchases, and potential acquisitions or strategic investments. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 


Contractual Obligations 


The following table summarizes our significant contractual obligations at December 29, 2007: 


Payments Due by Period 


Less than More than 
(In Millions) Total 1 Year 1-3 years 3-5 years 5 Years 
Operating lease obligations .... 0.2... 0.0.0... e eee eee $ 320 $ 95 $ 117 $ 56 $ 52 
Capital purchase obligations! ............oooooooooo.o... 2,289 2,283 6 — — 
Other purchase obligations and commitments*............. 1,662 600 925 137 = 
Long-term debt obligations? .........ooooooooooooo.... 3,653 73 305 133 3,142 
Other long-term liabilities *.. 0.0.0.0... 00.0.0. 0000, 1,444 308 345 187 604 
O ta es oh ee Cee $ 9,368 $ 3,359 $ 1,698 $ 513 $ 3,798 


Capital purchase obligations represent commitments for the construction or purchase of property, plant and equipment. They were 
not recorded as liabilities on our consolidated balance sheet as of December 29, 2007, as we had not yet received the related goods 
or taken title to the property. Capital purchase obligations decreased from $3.3 billion at December 30, 2006 to $2.3 billion at 
December 29, 2007, primarily due to the timing of the ramp of our latest silicon process technology. 


Other purchase obligations and commitments include payments due under various types of licenses, agreements to purchase raw 
materials or other goods, as well as payments due under non-contingent funding obligations. Funding obligations include, for 
example, agreements to fund various projects with other companies. 


Amounts represent total anticipated cash payments, including anticipated interest payments that are not recorded on the 
consolidated balance sheets and the short-term portion of the obligation. Any future settlement of convertible debt would reduce 
anticipated interest and/or principal payments. Amounts exclude fair value adjustments such as discounts or premiums that affect 
the amount recorded on the consolidated balance sheets. 


Other long-term liabilities includes income taxes payable. Long-term income taxes payable include uncertain tax positions, reduced 
by the associated federal deduction for state taxes and non-U.S. tax credits, and may also include other long-term tax liabilities that 
are not uncertain but have not yet been paid. We are unable to reliably estimate the timing of future payments related to uncertain 
tax positions; therefore, $785 million of income taxes payable has been excluded from the table above. 


Total excludes contractual obligations already recorded on the consolidated balance sheet as current liabilities (except for the 
short-term portion of the long-term debt and other long-term liabilities) and certain purchase obligations, which are discussed 
below. 


Contractual obligations for purchases of goods or services generally include agreements that are enforceable and legally binding on Intel 
and that specify all significant terms, including fixed or minimum quantities to be purchased; fixed, minimum, or variable price provisions; 
and the approximate timing of the transaction. The table above also includes agreements to purchase raw materials that have cancellation 
provisions requiring little or no payment. The amounts under such contracts are included in the table above because management believes 
that cancellation of these contracts is unlikely and expects to make future cash payments according to the contract terms or in similar 
amounts for similar materials. For other obligations with cancellation provisions, the amounts included in the table above were limited to 
the non-cancelable portion of the agreement terms, and/or the minimum cancellation fee. 


We have entered into certain agreements for the purchase of raw materials or other goods that specify minimum prices and quantities that 
are based on a percentage of the total available market or based on a percentage of our future purchasing requirements. Due to the 
uncertainty of the future market and our future purchasing requirements, obligations under these agreements are not included in the table 
above. We estimate our obligation under these agreements as of December 29, 2007 to be approximately as follows: less than one year— 
$331 million; one to three years—$377 million; three to five years—$2 million; more than five years—zero. Our purchase orders for other 
products are based on our current manufacturing needs and are fulfilled by our vendors within short time horizons. In addition, some of our 
purchase orders represent authorizations to purchase rather than binding agreements. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 


Contractual obligations that are contingent upon the achievement of certain milestones are not included in the table above. These 
obligations include milestone-based co-marketing agreements, contingent funding/payment obligations, and milestone-based equity 
investment funding. These arrangements are not considered contractual obligations until the milestone is met by the third party. As of 
December 29, 2007, assuming that all future milestones are met, additional required payments would be approximately $254 million. 


For the majority of restricted stock units granted, the number of shares issued on the date the restricted stock units vest is net of the 
statutory withholding requirements that are paid by Intel on behalf of our employees. The obligation to pay the relative taxing authority is 
not included in the table above, as the amount is contingent upon continued employment. In addition, the amount of the obligation is 
unknown, as it is based in part on the market price of our common stock when the awards vest. 


The expected timing of payments of the obligations above are estimates based on current information. Timing of payments and actual 
amounts paid may be different, depending on the time of receipt of goods or services, or changes to agreed-upon amounts for some 
obligations. Amounts disclosed as contingent or milestone-based obligations are dependent on the achievement of the milestones or the 
occurrence of the contingent events and can vary significantly. 


We have a contractual obligation to purchase the output of IMFT and IMFS in proportion to our investments, currently 49% in each of these 
ventures. However, IMFS is in its construction phase and has had no production to date. See “Note 19: Ventures” in Part II, Item 8 of this 
Form 10-K. Additionally, we have entered into various contractual commitments in relation to our investments in IMFT and IMFS. Some of 
these commitments are with Micron, and some are directly with IMFT or IMFS. The following are the significant contractual commitments: 
e Subject to certain conditions, Intel and Micron each agreed to contribute up to approximately $1.4 billion for IMFT and up to 
approximately $1.7 billion for IMFS in the three years following the initial capital contributions. Of these amounts, as of 
December 29, 2007, our remaining commitments were approximately $260 million for IMFT and approximately $1.5 billion for 
IMFS. 
e We also have several agreements with Micron related to intellectual property rights, and R&D funding related to NAND flash 
manufacturing and IMFT. See “Note 19: Ventures” in Part II, Item 8 of this Form 10-K. 


Off-Balance-Sheet Arrangements 


As of December 29, 2007, we did not have any significant off-balance-sheet arrangements, as defined in Item 303(a)(4)(1i) of SEC 
Regulation S-K. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION (Continued) 


Business Outlook 


Our future results of operations and the topics of other forward-looking statements contained in this Form 10-K, including this MD&A, 
involve a number of risks and uncertainties—in particular, our goals and strategies; new product introductions; plans to cultivate new 
businesses; pending divestitures; future economic conditions; revenue; pricing; gross margin and costs; capital spending; depreciation; R&D 
expenses; marketing, general and administrative expenses; potential impairment of investments; our effective tax rate; pending legal 
proceedings; net gains (losses) from equity investments; and interest and other, net. Our future results of operations may also be affected by 
the amount, type, and valuation of share-based awards granted as well as the amount of awards cancelled due to employee turnover and the 
timing of award exercises by employees. We are focusing on efforts to improve operational efficiency and reduce spending that may result 
in several actions that could have an impact on expense levels and gross margin. In addition to the various important factors discussed 
above, a number of other important factors could cause actual results to differ materially from our expectations. See the risks described in 
“Risk Factors” in Part I, Item 1A of this Form 10-K. 


Our expectations for 2008 are as follows: 

e Gross margin: 57% plus or minus a few points. The 57% midpoint is higher than our 2007 gross margin of 51.9%, primarily due 
to expected lower unit costs and lower start-up costs, and to a lesser extent, the divestiture of lower margin businesses. 

e Capital spending: approximately $5.2 billion, plus or minus $200 million, compared to $5.0 billion in 2007. 

e Depreciation: approximately $4.4 billion, plus or minus $100 million, compared to $4.5 billion in 2007. 

e Total spending: spending on R&D, plus marketing, general and administrative expenses in 2008 is expected to be approximately 
$11.4 billion. The expectation for total spending in 2008 is higher than our 2007 spending of $11.2 billion, as process development 
engineers transition from 45nm start-up activities to 32nm development, causing a movement of spending from cost of sales to 
R&D. 

» Research and development spending: approximately $5.9 billion. 

e Tax rate: approximately 31%. The estimated effective tax rate is based on tax law in effect at December 29, 2007 and current 
expected income. 


Status of Business Outlook 


We expect that our corporate representatives will, from time to time, meet privately with investors, investment analysts, the media, and 
others, and may reiterate the forward-looking statements contained in the “Business Outlook” section and elsewhere in this Form 10-K, 
including any such statements that are incorporated by reference in this Form 10-K. At the same time, we will keep this Form 10-K and our 
most current business outlook publicly available on our Investor Relations web site at www.intc.com. The public can continue to rely on the 
business outlook published on the web site as representing our current expectations on matters covered, unless we publish a notice stating 
otherwise. The statements in the “Business Outlook” and other forward-looking statements in this Form 10-K are subject to revision during 
the course of the year in our quarterly earnings releases and SEC filings and at other times. 


From the close of business on March 7, 2008 until our quarterly earnings release is published, presently scheduled for April 15, 2008, we 
will observe a “quiet period.” During the quiet period, the “Business Outlook” and other forward-looking statements first published in our 
Form 8-K filed on January 15, 2008, as reiterated or updated as applicable, in this Form 10-K, should be considered historical, speaking as 
of prior to the quiet period only and not subject to update. During the quiet period, our representatives will not comment on our business 
outlook or our financial results or expectations. The exact timing and duration of the routine quiet period, and any others that we utilize 
from time to time, may vary at our discretion. 
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 


We are exposed to financial market risks, including changes in currency exchange rates, interest rates, and equity prices. We use derivative 
financial instruments primarily to mitigate these risks. All of the potential changes noted below are based on sensitivity analyses performed 
on our financial positions at December 29, 2007 and December 30, 2006. Actual results may differ materially. 


Currency Exchange Rates 


We generally hedge currency risks of non-U.S.-dollar-denominated investments in debt instruments with offsetting currency borrowings, 
currency forward contracts, or currency interest rate swaps. Gains and losses on these non-U.S.-currency investments would generally be 
offset by corresponding losses and gains on the related hedging instruments, resulting in negligible net exposure. 


A majority of our revenue, expense, and capital purchasing activities are transacted in U.S. dollars. However, certain operating expenditures 
and capital purchases are incurred in or exposed to other currencies, primarily the euro, the Israeli shekel, and the Chinese yuan. To protect 
against reductions in value and the volatility of future cash flows caused by changes in currency exchange rates, we have established 
balance sheet and anticipated transaction risk management programs. Currency forward contracts and currency options are generally utilized 
in these hedging programs. Our hedging programs reduce, but do not always entirely eliminate, the impact of currency exchange rate 
movements (see “Risk Factors” in Part II, Item 1A of this Form 10-K). We considered the historical trends in currency exchange rates and 
determined that it was reasonably possible that a weighted average adverse change of 15% in currency exchange rates could be experienced 
in the near term. Such an adverse change, after taking into account hedges and offsetting positions, would have resulted in an adverse 
impact on income before taxes of less than $35 million at the end of 2007 and 2006. 


Interest Rates 


We are exposed to interest rate risk related to our investment portfolio and debt issuances. The primary objective of our investments in debt 
instruments is to preserve principal while maximizing yields. To achieve this objective, the returns on all of our investments in debt 
instruments are generally based on three-month LIBOR, or, if the maturities are longer than three months, the returns are generally swapped 
into U.S. dollar three-month LIBOR-based returns. We considered the historical volatility of the interest rates experienced in prior years and 
the duration of our investment portfolio and debt issuances, and determined that it was reasonably possible that an adverse change of 

80 basis points (0.80%), approximately 17% of the rate at December 29, 2007 (15% of the rate at December 30, 2006), could be 
experienced in the near term. A hypothetical 0.80% decrease in interest rates, after taking into account hedges and offsetting positions, 
would have resulted in a decrease in the fair value of our net investment position of approximately $65 million as of December 29, 2007 
and $50 million as of December 30, 2006. The decline reflects only the direct impact of the change in interest rates. Other economic 
variables, such as equity market fluctuations and changes in relative credit risk, could result in a significantly higher decline in our net 
investment portfolio. 


Equity Prices 


Our marketable investments include marketable equity securities, equity derivative instruments such as warrants and options, and 
marketable equity method investments. To the extent that our marketable equity securities have strategic value, we typically do not attempt 
to reduce or eliminate our market exposure; however, for our investments in strategic equity derivative instruments, including warrants, we 
may enter into transactions to reduce or eliminate the market risks. For securities that we no longer consider strategic, we evaluate legal, 
market, and economic factors in our decision on the timing of disposal and whether it is possible and appropriate to hedge the equity 
market risk. 


The marketable equity securities included in trading assets are held to generate returns that offset changes in liabilities related to the equity 
market risk of certain deferred compensation arrangements. The gains and losses from changes in fair value of these equity securities are 
generally offset by the gains and losses on the related liabilities, resulting in a net exposure of less than $10 million as of December 29, 
2007 and December 30, 2006, assuming a reasonably possible decline in market prices of approximately 10% in the near term. 


As of December 29, 2007, the fair value of our marketable equity securities and equity derivative instruments, including hedging positions, 
was $1.0 billion ($427 million as of December 30, 2006). Our investments in VMware and Micron constituted 92% of our marketable 
equity securities as of December 29, 2007, and were carried at a fair market value of $794 million and $123 million, respectively. Our 
marketable equity method investment had a carrying value of $508 million and a fair value of $522 million as of December 29, 2007. 
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To assess the market price sensitivity of our marketable equity investments, we analyzed the historical movements over the past several 
years of high-technology stock indices that we considered appropriate. For our investments in companies that have been publicly traded for 
only a limited time, we analyzed the implied volatility of the related company based on freely traded options. Our marketable equity 
method investment is excluded from our analysis, as the carrying value does not fluctuate based on market price changes. Therefore, the 
potential fair value decline would not be indicative of the impact on our financial statements, unless an other-than-temporary impairment 
was deemed necessary. Based on our sensitivity analysis, we estimated that it was reasonably possible that the prices of the stocks of our 
marketable equity securities could experience a loss of 55% in the near term (30% as of December 30, 2006). Assuming a loss of 55% in 
market prices, and after reflecting the impact of hedges and offsetting positions, the aggregate value of our marketable equity investments 
could decrease by approximately $565 million, based on the value as of December 29, 2007 (a decrease in value of $134 million, based on 
the value as of December 30, 2006 using an assumed loss of 30%). This estimate is not necessarily indicative of future performance, and 
actual results may differ materially. The increase in exposure from December 30, 2006 to December 29, 2007 is due to our purchase of 
VMware during 2007, its stock price volatility, and the weight of our investment in VMware in relation to our total marketable equity 
securities. 


Many of the same factors that could result in an adverse movement of equity market prices affect our non-marketable equity investments, 
although we cannot quantify the impact directly. Such a movement and the underlying economic conditions would negatively affect the 
prospects of the companies we invest in, their ability to raise additional capital, and the likelihood of our being able to realize value in our 
investments through liquidity events such as initial public offerings, mergers, and private sales. These types of investments involve a great 
deal of risk, and there can be no assurance that any specific company will grow or become successful; consequently, we could lose all or 
part of our investment. Our non-marketable equity investments, excluding investments accounted for under the equity method, had a 
carrying amount of $805 million as of December 29, 2007 ($733 million as of December 30, 2006). The carrying amount of these 
investments approximated fair value as of December 29, 2007 and December 30, 2006. As of December 29, 2007, the carrying amount of 
our non-marketable equity method investments was $2.6 billion ($2.0 billion as of December 30, 2006) and consisted primarily of our 
investment in IMFT of $2.2 billion ($1.3 billion as of December 30, 2006). 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 


INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 
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INTEL CORPORATION 
CONSOLIDATED STATEMENTS OF INCOME 


Three Years Ended December 29, 2007 
(In Millions, Except Per Share Amounts) 


Net a (3 111 1 s sreo cuinera Seana, Hagan E S deo Gedo a E ie ae ee Bae aes 
Cost of Sales: 34 ia A eee cote a bce Ye Be dais Get area Ge hd ea heres 


Gross Mares 60564. ea peed e deed daa dd bebe en A te heres 


Research and development coco corria a PEE ee eee FEE Re eae 
Marketing, general and administrative .. nea aeaa eee nae 
Restructuring and asset impairment charges ... 2... 0... eee eee 
Amortization of acquisition-related intangibles and costs ..... 0.0... 0. c eee eee eee 


Operating expenses o... 


Operating income. ooo 
Gains (losses) on equity investments, net... 2... ee eee 
Interestand: other; Mets. <2... ce a aden dead intone dS ea eee BA ace 


Income before taxes ............... eee ee eee eee beeen 
Provision LOL WARES. neee aaae ase a did ow teak aaa De Side goed dee ated aaa 


Net income. Li A de a eet eta Bees 
Basic earnings per common Share... 


Diluted earnings per common share ............ 0.00. eee cette eee 


Weighted average shares outstanding: 


A A ee RS A CdSe EC 


2007! 


$ 38,334 
18,430 


19,904 


5,755 
5,401 
516 
16 


11,688 


8,216 


5,816 


5,936 


20061 


$ 35,382 
17,164 


18,218 


5,873 
6,096 
555 
42 


12,566 


5,652 
214 


1,202 


7,068 
2,024 


$ 5,044 
$ 0.87 
$ 0.86 


5,797 


5,880 


2005 


$ 38,826 
15,777 


23,049 


5,145 
5,688 


126 
10,959 


12,090 
(45) 
565 


12,610 
3,946 


$ 8,664 
$ 1.42 
$ 1.40 


6,106 
6,178 


1 Cost of sales and operating expenses for the years ended December 29, 2007 and December 30, 2006 include share-based compensation. 


See “Note 2: Accounting Policies” and “Note 3: Employee Equity Incentive Plans.” 


See accompanying notes. 
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INTEL CORPORATION 
CONSOLIDATED BALANCE SHEETS 


December 29, 2007 and December 30, 2006 


(In Millions, Except Par Value) 2007 2006 
Assets 
Current assets: 
Cash and cash equivalents 22.0456. 4 esc bee ee a bd eben ee ees $ 7,307 $ 6,598 
Short-term VESTÍA cele wee Sloe AA Ba a Oe we eee Re A 5,490 2,270 
‘Trading assets: vo raid e Pade dds ER Ae AEN Cac eS RaWE Sas eas Me P95 S 8d 2,566 1,134 
Accounts receivable, net of allowance for doubtful accounts of $27 ($32 in 2006) ...........ooooooo.ooo.. 2,576 2,709 
Inventories. cai batten bh eek eee tds SS Ee oh wet be ai de he Ane eae 4 3,370 4,314 
DeTermred Tak ASSCUS: tse IO A Boh nck ates eae ae wi a EEE eo 1,186 997 
Other current assets: dd eos a His AR acdsee Ge aes, ees ene PRAGA Be aad as Gods 2 1,390 258 
Total current Assets oj... gos... 5 a God Pate A dle Eee Me eS Gao ee ue Se 23,885 18,280 
Property, plant and equipment, Met... 16,918 17,602 
Marketable equity securities .... 2.0... tte eee e eens 987 398 
Other long-term investments... 4,398 4,023 
Goodwill eeen rane tent A Rg REO PT aR OE OE OR E SR OT OE TE RES E Se ST 3,916 3,861 
Other long-term assets:..o.3.4.5 .50 codes tr Rasa kad naa Raab Ob eae Rage Re ews a 5,547 4,204 
dr APO át eis ie dee ears bon rns aoe ea E a heats eal eae SEE de ae a a BR ee $ 55,651 $ 48,368 


Liabilities and stockholders’ equity 
Current liabilities: 


Shortstermdebl sarita ace Were Noun ane les ace duh a rd aide E A a a eae $ 142 $ 180 
Accounts: payable: seeno a eee NS A Gale a ES EEE ee EN S 2,361 2,256 
Accrued compensation and benefits... 1.0... kaa dao aa aAa aae a E A e nent ene 2,417 1,644 
Acemed advertising a. cic-c4¢4 ode eeebdi ge does todd ob Moat ead bo ota ae aw 6 749 846 
Deferred income on shipments to distributors... 6.0... cette nee 625 599 
Other acetued Habiles co cdi A Be ow bb oe Geach eh oe Ge ee Oe a ae N 1,938 1,192 
Income: taxes payable: ii wih ok Ais eae ash dhe A ges: Misa a acide, aod ele we as wip gg Aled A ead weg 339 1,797 
Total current liabilities: « 35205. iii Ke ees eS RA AERA E DAA ROME EG Sle ce wR RS A 8,571 8,514 
Long-term income taxes payable... 0.0... een nen ee eae 785 — 
Deferred tax Habilities 20000000 A Pe eee 411 265 
Long-term debt a A SR ae al NaS Oe OE RAE Be ER eee A 1,980 1,848 
Other long-term liabilitieS...............oooooooooooooooooo or 1,142 989 


Commitments and contingencies (Notes 20 and 21) 
Stockholders’ equity: 


Preferred stock, $0.001 par value, 50 shares authorized; none issued... 2.0.0... 0.0 ects — — 
Common stock, $0.001 par value, 10,000 shares authorized; 5,818 issued and outstanding (5,766 in 2006) and 
capital im excess: OF par Valle: vr a o E Rd ita 11,653 7,825 
Accumulated other comprehensive income (loss) s iiome a ca taea aaae eee tenes 261 (57) 
Retained Gann 8S ias ecg ss HA Ge Ede ee ee ce Owe Lark AA San Re bea AA ee Oe Aa es 30,848 28,984 
Total stockholders’ €quity: «.¢...6..04004.44 408664 a dba heded ed bug de bb diia odd 42,762 36,752 
Total liabilities and stockholders’ equity... . 2.0.0... tte e tetas $ 55,651 $ 48,368 


See accompanying notes. 
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INTEL CORPORATION 
CONSOLIDATED STATEMENTS OF CASH FLOWS 


Three Years Ended December 29, 2007 
(In Millions) 


Cash and cash equivalents, beginning of year...... 0.0.00... eee ee eee 


Cash flows provided by (used for) operating activities: 
Ner Income it tere ie A BY Oe Cae dee ARA eh ee eae SO 
Adjustments to reconcile net income to net cash provided by operating activities: 
DEprecialONiig tsk ee tele er ahh bod ee Pane ee a ae ee ee ely eee a aR 
Share-based compensation ws. coords eb eren a be ee ate dae A 
Restructuring, asset impairment, and net loss on retirement of assets ........o.o.oooooo ooo... 
Excess tax benefit from share-based payment arrangements ..............0. 000 ee eee eeee 
Amortization of intangibles and other acquisition-related costs... 0... 0 eee eee 
(Gains) losses on equity investments, net... 2... eee eae 
(Gains) ON CiVesttUNeS:. cocoa a ta a A de ee ee a 
D@LEMER TAXES | ses esse ei RAE Rh whe Bie Godse te aed Sawn tac, ae aly Gregan wis pos 
Tax benefit from employee equity incentive plans. ... 0... 0... 2 eee eee 
Changes in assets and liabilities: 
AAPP AN 
Accounts receivables. go: ss aig ea e e dd E ie add ad 
A oh Ged cy OE hee ew ab ead ook ee ae es 
Accounts payable ss re sectaire deg bee ee beni wide doe a ee ae ed Ob He ne 
Income taxes payable and receivable isis mier granie eia a a ee eee eee 
Other assets:and liabilities: 20% iia Sede a eee kG OS Cees BG a 


Total adjustments: osse 04.9.4 A A Maine ete eas 
Net cash provided by operating activities... 0.0.0.0... 0.0.00. 


Cash flows provided by (used for) investing activities: 
Additions to property, plant and equipment s ssas eo rei anes a eee eee 
Acquisitions, net-of Cash acquired occ bo da oe et A bee va ee ee bed 
Purchases of available-for-sale investments ... 0.2... 0. cee eee 
Maturities and sales of available-for-sale investments ... 2.0.0.0... cece eee 
Investments in non-marketable equity instruments... 2.2.0... 00 cece eee 
Net proceeds from divestitures is es ds404 64 A ee ee CoE 
Other 1NVestidg ACHVINES y Som ras E EE Ey aa ee ee EE E EO we aS OS 


Net cash used for investing activities 6.0... 0... teens 


Cash flows provided by (used for) financing activities: 
Increase (decrease) in short-term debt, hetesi seere rudin eee eee eee 
Proceeds from SOVveErnment Brants cscs dnt wie ge aN A BREA Oe eee ed 
Excess tax benefit from share-based payment arrangements ............ 00. e eee eee ee eee 
Additions to long-term debti erare ces ce eee e eee OG OW Ede eae ee de Obes 
Repayments and retirement of debt.. sos ecur 0... ect eee 
Repayment of notes payable sss osio cessu arere nioma ENERE ERE EEE n ee a 
Proceeds from sales of shares through employee equity incentive plans..................00.. 
Repurchase and retirement of common stock... 1.0.0.0... 0.0 eee eee eee 
Payment of dividends to stockholders... 0... sareni darrere tare a E E A eee 


Net cash used for financing activities... 2... eee teens 
Net increase (decrease) in cash and cash equivalents ................ 0000 ce cee eee eee 


Cash and cash equivalents, end of year... 


Supplemental disclosures of cash flow information: 
Cash paid during the year for: 
Interest, net of amounts capitalized of $57 in 2007 and $60 in 2006 ........... 0.000000 00 
Income taxes net of refunds... o bo Sag da ERG oe kes oe bee eae Bes 


See accompanying notes. 
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(1,429) 
316 
700 
102 

(248) 
633 


(9,926) 


(39) 
160 
118 
125 


3,052 
(2,788) 
(2,618) 


(1,990) 
709 


(33) 


(500) 
303 
797 
241 


6,187 
14,851 


(5,871) 
(191) 
(8,475) 
8,433 
(193) 
(118) 
(6,415) 


126 


$ 3,218 


INTEL CORPORATION 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 


Three Years Ended December 29, 2007 
(In Millions, Except Per Share Amounts) 


Balance at December 25, 2004.............. 
Components of comprehensive income, net of tax: 
Net income dirt 


Proceeds from sales of shares through employee 
equity incentive plans, tax benefit of $351, and 
ONE ss cease eae de 

Assumption of acquisition-related stock options 
and amortization of acquisition-related unearned 
stock compensation, net of adjustments....... 

Repurchase and retirement of common stock... .. 

Cash dividends declared ($0.32 per share)....... 


Balance at December 31, 2005.............. 
Components of comprehensive income, net of tax: 
NEL iNCOME ce ide ee eng eee Pde ee 


Adjustment for initially applying SFAS No. 158, 
HEt OF TAK. i deh aoa ie a Gaeta 
Proceeds from sales of shares through employee 
equity incentive plans, net excess tax benefit, 
A ee eid a eee ea 
Share-based compensation.................. 
Repurchase and retirement of common stock... .. 
Cash dividends declared ($0.40 per share)....... 


Balance at December 30, 2006.............. 

Cumulative-effect adjustments, net of tax!: 
Adoption of EITF 06-02 .........o........ 
Adoption of FIN 48 .................000. 

Components of comprehensive income, net of tax: 
Net income suecia rca 


Total comprehensive income............. 


Proceeds from sales of shares through employee 
equity incentive plans, net excess tax benefit, 
Md ci co e a hee Pe ed 

Share-based COMpensati0M.......oo.ooo..oo.o.. 

Repurchase and retirement of common stock..... 

Cash dividends declared ($0.45 per share)....... 


Balance at December 29, 2007.............. 


Retained 
Earnings 


32,288 $ 


8,664 


(9,184) 
(1,958) 
29,810 


5,044 


36,182 


5,044 
26 


5,070 


(3,550) 
(2,320) 


(181) 
181 


6,976 


(2,494) 
(2,618) 


(210) 


1,248 
1,375 
(4,593) 
(2,320) 


(2,788) 


Acquisition- 
o ‘Related Accumulated 
in Excess of Par Value ias Other 
ock Compre- 
Number of Compen- hensive 
Shares Amount sation Income (Loss) 
6,253 $ 6,143 $ (4) $ 152 $ 
= = = (25) 
84 1,553 — — 
— 2 4 = 
(418) (1,453) — — 
EY 6245  — 17 2810 36,182 
-_ e = 26 
— — — (210) 
73 1,248 — — 
— 1,375 — — 
(226) (1,043) — — 
5766 785 (E) 28984 36,752 
— — — 318 
165 3,170 — — 
= 952 = = 
(113) (294) = = 
5,818 $ 11,653 $ — $ 261 $ 


1 See “Accounting Changes” in “Note 2: Accounting Policies” for further discussion of the cumulative-effect adjustments recorded at the 


beginning of fiscal year 2007. 


See accompanying notes. 
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INTEL CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Note 1: Basis of Presentation 


We have a 52- or 53-week fiscal year that ends on the last Saturday in December. Fiscal year 2007, a 52-week year, ended on December 29, 
2007. Fiscal year 2006, a 52-week year, ended on December 30, 2006. Fiscal year 2005, a 53-week year, ended on December 31, 2005. The 
next 53-week year will end on December 31, 2011. 


Our consolidated financial statements include the accounts of Intel and our wholly owned subsidiaries. Intercompany accounts and 
transactions have been eliminated. We use the equity method to account for equity investments in instances in which we own common stock 
or similar interests (as described by the Emerging Issues Task Force (EITF) Issue No. 02-14, “Whether an Investor Should Apply the Equity 
Method of Accounting to Investments Other Than Common Stock”), and have the ability to exercise significant influence, but not control, 
over the investee. 


The U.S. dollar is the functional currency for Intel and our subsidiaries; therefore, there is no translation adjustment recorded through 
accumulated other comprehensive income (loss). Monetary accounts denominated in non-U.S. currencies, such as cash or payables to 
vendors, have been remeasured to the U.S. dollar. 


Note 2: Accounting Policies 
Use of Estimates 


The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires us to make estimates and 
judgments that affect the amounts reported in our consolidated financial statements and the accompanying notes. The accounting estimates 
that require our most significant, difficult, and subjective judgments include: 

e the valuation of non-marketable equity investments; 

e the assessment of recoverability of long-lived assets; 

e the recognition and measurement of current and deferred income tax assets and liabilities (including the measurement of uncertain 

tax positions); 
e the valuation of inventory; and 
e the valuation and recognition of share-based compensation. 


The actual results that we experience may differ materially from our estimates. 
Cash and Cash Equivalents 


We consider all highly liquid debt instruments with original maturities from the date of purchase of approximately three months or less as 
cash and cash equivalents. 
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INTEL CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


Trading Assets 


Investments that we designate as trading assets are reported at fair value, with gains or losses resulting from changes in fair value 
recognized in earnings. Our trading asset investments include: 


Marketable debt instruments when the interest rate or foreign exchange rate risk is hedged at inception by a related derivative 
instrument. We record the gains or losses of these investments arising from changes in fair value due to interest rate and currency 
market fluctuations and credit market volatility, offset by losses or gains on the related derivative instruments, in interest and other, 
net. We designate floating-rate securitized financial instruments, such as asset-backed securities, purchased after December 30, 
2006 as trading assets. 

Equity securities offsetting deferred compensation when the investments seek to offset changes in liabilities related to equity and 
other market risks of certain deferred compensation arrangements. We offset the gains or losses from changes in fair value of these 
equity securities against losses or gains on the related liabilities and include them in interest and other, net. 

Marketable equity securities when we deem the investments not to be strategic in nature at the time of original classification, and 
have the ability and intent to mitigate equity market risk through the sale or the use of derivative instruments. For these marketable 
equity securities, we include gains or losses from changes in fair value, primarily offset by losses or gains on related derivative 
instruments, in gains (losses) on equity investments, net. 


Debt Instrument Investments 


We classify debt instruments with original maturities at the date of purchase greater than approximately three months and remaining 
maturities less than one year as short-term investments. We classify debt instruments with remaining maturities greater than one year as 
other long-term investments. We account for cost basis loan participation notes at amortized cost and classify them as short-term 
investments and other long-term investments based on stated maturities. 


Available-for-Sale Investments 


Investments that we designate as available-for-sale are reported at fair value, with unrealized gains and losses, net of tax, recorded in 
accumulated other comprehensive income (loss). We base the cost of the investment sold on the specific identification method. Our 
available-for-sale investments include: 


Marketable debt instruments when the interest rate and foreign currency risks are not generally hedged at inception of the 
investment or when our designation for trading assets is not met. We hold these debt instruments to generate a return 
commensurate with three-month LIBOR. We record the interest income and realized gains and losses on the sale of these 
instruments in interest and other, net. 

Marketable equity securities when the investments are considered strategic in nature at the time of original classification. We 
acquire these equity investments for the promotion of business and strategic objectives. To the extent that these investments 
continue to have strategic value, we typically do not attempt to reduce or eliminate the inherent equity market risks through 
hedging activities. We record the realized gains or losses on the sale or exchange of marketable equity securities in gains (losses) 
on equity investments, net. 


Non-Marketable and Other Equity Investments 


We account for non-marketable and other equity investments under either the cost or equity method and include them in other long-term 
assets. Our non-marketable and other equity investments include: 


Equity method investments when we have the ability to exercise significant influence, but not control, over the investee. We record 
equity method adjustments in gains (losses) on equity investments, net and may do so with up to a one-quarter lag. Equity method 
adjustments include: our proportionate share of investee income or loss, gains or losses resulting from investee capital transactions, 
amortization of certain differences between our carrying value and our equity in the net assets of the investee at the date of 
investment, and other adjustments required by the equity method. Equity method investments include marketable and non- 
marketable investments. 

Non-marketable cost method investments when we do not have the ability to exercise significant influence over the investee. 
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INTEL CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


Other-Than-Temporary Impairment 


All of our available-for-sale investments and non-marketable and other equity investments are subject to a periodic impairment review. 
Investments are considered to be impaired when a decline in fair value is judged to be other-than-temporary, for the following investments: 

e Marketable equity securities when the resulting fair value is significantly below cost basis and/or the significant decline has lasted 
for an extended period of time. The evaluation that we use to determine whether a marketable equity security is impaired is based 
on the specific facts and circumstances present at the time of assessment, which include the consideration of general market 
conditions, the duration and extent to which the fair value is below cost, and our intent and ability to hold the investment for a 
sufficient period of time to allow for recovery in value. We also consider specific adverse conditions related to the financial health 
of and business outlook for the investee, including industry and sector performance, changes in technology, operational and 
financing cash flow factors, and changes in the investee’s credit rating. 

e Non-marketable equity investments when events or circumstances are identified that would significantly harm the fair value of the 
investment. The indicators that we use to identify those events and circumstances include: 

e the investee’s revenue and earning trends relative to predefined milestones and overall business prospects; 

e the technological feasibility of the investee’s products and technologies; 

e the general market conditions in the investee’s industry or geographic area, including regulatory or economic changes; 

e factors related to the investee’s ability to remain in business, such as the investee’s liquidity, debt ratios, and the rate at 
which the investee is using its cash; and 

e the investee’s receipt of additional funding at a lower valuation. If an investee obtains additional funding at a valuation 
lower than our carrying amount or a new round of equity funding is required for the investee to remain in business, and 
the new round of equity does not appear imminent, it is presumed that the investment is other than temporarily impaired, 
unless specific facts and circumstances indicate otherwise. 

e Marketable debt instruments when the fair value is significantly below amortized cost and/or the significant decline has lasted for 
an extended period of time and we do not have the intent and ability to hold the investment for a sufficient period of time to allow 
for recovery. The evaluation that we use to determine whether a marketable debt instrument is impaired is based on the specific 
facts and circumstances present at the time of assessment, which include the consideration of the financial condition and near-term 
prospects of the issuer, and the duration and extent to which the fair value is below cost. 


Investments that we identify as having an indicator of impairment are subject to further analysis to determine if the investment is other than 
temporarily impaired, in which case we write down the investment to its estimated fair value. For non-marketable equity investments that 
we do not consider viable from a financial or technological point of view, we write the entire investment down, since we consider the 
estimated fair value to be nominal. We record impairment charges in gains (losses) on equity investments, net for marketable and non- 
marketable equity investments or in interest and other, net for debt instrument investments. 


Fair Values of Financial Instruments 


The carrying value of cash equivalents approximates fair value due to the short period of time to maturity. Fair values of short-term 
investments, trading assets, long-term investments, marketable equity investments, certain non-marketable investments, short-term debt, 
long-term debt, swaps, currency forward contracts, currency options, equity options, and warrants are based on quoted market prices or 
pricing models using current market data when available. Debt instruments are generally valued using a quoted market price of identical or 
similar instruments or discounted cash flows in a yield-curve model based on LIBOR. Equity options and warrants are priced using option 
pricing models. Our financial instruments are recorded at fair value, except for cost basis loan participation notes and debt. Estimated fair 
values are management’s estimates; however, when there is no readily available market data, the estimated fair values may not necessarily 
represent the amounts that could be realized in a current transaction, and the fair values could change significantly. For a listing of fair 
values and carrying values of our trading assets and available-for-sale investments for 2007 and 2006, see “Note 7: Investments.” 


For our marketable equity method investment, the fair value exceeded the aggregate carrying value by $14 million as of December 29, 
2007. We did not have any marketable equity method investments in 2006. For non-marketable equity investments, the fair value exceeded 
the carrying value by approximately $600 million as of December 29, 2007. We believe that the fair value of non-marketable equity 
investments approximated the carrying value at December 30, 2006. For our cost basis loan participation notes, the fair value exceeded the 
carrying value by approximately $50 million as of December 29, 2007 (approximately $55 million as of December 30, 2006). These fair 
value estimates take into account the movements of the equity and venture capital markets as well as changes in the interest rate 
environment, and other economic variables. 
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INTEL CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


For our long-term debt, the fair value exceeded the carrying value by approximately $65 million as of December 29, 2007. As of 
December 30, 2006, the fair value of our long-term debt was below its carrying value by approximately $100 million. These fair value 
estimates take into consideration credit rating changes, equity price movements, interest rate changes, and other economic variables. 


Derivative Financial Instruments 


Our primary objective for holding derivative financial instruments is to manage currency, interest rate, and certain equity market risks. Our 
derivative financial instruments are recorded at fair value and are included in other current assets, other long-term assets, other accrued 
liabilities, or other long-term liabilities. Derivative instruments recorded as assets totaled $118 million at December 29, 2007 ($117 million 
at December 30, 2006). Derivative instruments recorded as liabilities totaled $130 million at December 29, 2007 ($62 million at 

December 30, 2006). 


Our accounting policies for derivative financial instruments are based on whether they meet the criteria for designation as cash flow or fair 
value hedges. A designated hedge of the exposure to variability in the future cash flows of an asset or a liability, or of a forecasted 
transaction, is referred to as a cash flow hedge. A designated hedge of the exposure to changes in fair value of an asset or a liability, or of 
an unrecognized firm commitment, is referred to as a fair value hedge. The criteria for designating a derivative as a hedge include the 
assessment of the instrument’s effectiveness in risk reduction, matching of the derivative instrument to its underlying transaction, and the 
probability that the underlying transaction will occur. We recognize gains and losses from changes in fair values of derivatives that are not 
designated as hedges for accounting purposes within the same income statement line item as the underlying item, and these gains and losses 
generally offset changes in fair values of related assets or liabilities. Derivatives that we designate as hedges are classified in the 
consolidated statements of cash flows in the same section as the underlying item, primarily within cash flows from operating activities. 
Derivatives not designated as hedges are classified in cash flows from operating activities. 


As part of our strategic investment program, we also acquire equity derivative instruments, such as warrants and equity conversion rights 
associated with debt instruments, which are not designated as hedging instruments. We recognize the gains or losses from changes in fair 
values of these equity derivative instruments in gains (losses) on equity investments, net. 


Through the use of derivative financial instruments, we manage the following risks: 
Currency Risk 


We transact business in various currencies other than the U.S. dollar and have established balance sheet and forecasted transaction risk 
management programs to protect against fluctuations in fair value and the volatility of future cash flows caused by changes in exchange 
rates. The forecasted transaction risk management program includes anticipated transactions such as operating expenditures and capital 
purchases. These programs reduce, but do not always entirely eliminate, the impact of currency exchange movements. 
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INTEL CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


Our currency risk management programs include: 


Currency derivatives with cash flow hedge accounting designation that utilize currency forward contracts and currency options to 
hedge exposures to the variability in the U.S.-dollar equivalent of anticipated non-U.S.-dollar-denominated cash flows. The 
maturity of these instruments generally occurs within 12 months. For these derivatives, we report the after-tax gain or loss from the 
effective portion of the hedge as a component of accumulated other comprehensive income (loss) in stockholders’ equity and 
reclassify it into earnings in the same period or periods in which the hedged transaction affects earnings, and within the same line 
item on the consolidated statements of income as the impact of the hedged transaction. 

Currency derivatives with fair value hedge accounting designation that utilize currency forward contracts and currency options to 
hedge the fair value exposure of recognized foreign-currency-denominated assets or liabilities, or previously unrecognized firm 
commitments. For fair value hedges, we recognize gains or losses in earnings to offset fair value changes in the hedged transaction. 
As of December 29, 2007 and December 30, 2006, we did not have any derivatives designated as foreign currency fair value 
hedges. 

Currency derivatives without hedge accounting designation that utilize currency forward contracts or currency interest rate swaps 
to economically hedge the functional currency equivalent cash flows of recognized monetary assets and liabilities and 
non-U.S.-dollar-denominated debt instruments classified as trading assets. The maturity of these instruments generally occurs 
within 12 months, except for derivatives associated with certain long-term equity-related investments that generally mature within 
five years. Changes in the U.S.-dollar-equivalent cash flows of the underlying assets and liabilities are approximately offset by the 
changes in fair values of the related derivatives. We record net gains or losses in the income statement line item most closely 
associated with the economic underlying, primarily in interest and other, net, except for equity-related gains or losses, which we 
primarily record in gains (losses) on equity investments, net. 


Interest Rate Risk 


Our primary objective for holding investments in debt instruments is to preserve principal while maximizing yields. We generally swap the 
returns on our investments in fixed-rate debt instruments with remaining maturities longer than six months into U.S. dollar three-month 
LIBOR-based returns unless management specifically approves otherwise. Our interest rate risk management programs include: 


Interest rate derivatives with cash flow hedge accounting designation that utilize interest rate swap agreements to modify the 
interest characteristics of some of our investments. For these derivatives, we report the after-tax gain or loss from the effective 
portion of the hedge as a component of accumulated other comprehensive income (loss) and reclassify it into earnings in the same 
period or periods in which the hedged transaction affects earnings, and within the same income statement line item as the impact 
of the hedged transaction. 

Interest rate derivatives with fair value hedge accounting designation that utilize interest rate swap agreements to hedge the fair 
values of debt instruments. We recognize the gains or losses from the changes in fair value of these instruments, as well as the 
offsetting change in the fair value of the hedged long-term debt, in interest expense. At December 29, 2007 and December 30, 
2006, we did not have any interest rate derivatives designated as fair value hedges. 

Interest rate derivatives without hedge accounting designation that utilize interest rate swaps and currency interest rate swaps in 
economic hedging transactions, including hedges of non-U.S.-dollar-denominated debt instruments classified as trading assets. We 
reset the floating interest rates on the swaps on a monthly, quarterly, or semiannual basis. Changes in fair value of the debt 
instruments classified as trading assets are generally offset by changes in fair value of the related derivatives, both of which are 
recorded in interest and other, net. 


Equity Market Risk 


We may elect to mitigate equity risk using the following equity market risk management programs: 


Equity derivatives with hedge accounting designation that utilize equity options, swaps, or forward contracts to hedge the equity 
market risk of marketable equity securities, when these investments are not considered to have strategic value. These derivatives 
are generally designated as fair value hedges. We recognize the gains or losses from the change in fair value of these equity 
derivatives, as well as the offsetting change in the fair value of the underlying hedged equity securities, in gains (losses) on equity 
investments, net. At December 29, 2007 and December 30, 2006, we did not have any equity derivatives designated as fair value 
hedges. 

Equity derivatives without hedge accounting designation that utilize equity derivatives, such as warrants, equity options, or other 
equity derivatives. We recognize changes in the fair value of such derivatives in gains (losses) on equity investments, net. 
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INTEL CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


Measurement of Effectiveness 

e Effectiveness for forwards is generally measured by comparing the cumulative change in the fair value of the hedge contract with 
the cumulative change in the present value of the forecasted cash flows of the hedged item. For currency forward contracts used in 
cash flow hedging strategies related to capital purchases, forward points are excluded, and effectiveness is measured using spot 
rates to value both the hedge contract and the hedged item. For currency forward contracts used in cash flow hedging strategies 
related to operating expenditures, forward points are included and effectiveness is measured using forward rates to value both the 
hedge contract and the hedged item. 

e Effectiveness for currency options and equity options with hedge accounting designation is generally measured by comparing the 
cumulative change in the fair value of the hedge contract with the cumulative change in the fair value of an option instrument 
representing the hedged risks in the hedged item for cash flow hedges. For fair value hedges, time value is excluded and 
effectiveness is measured based on spot rates to value both the hedge contract and the hedged item. 

e Effectiveness for interest rate swaps is generally measured by comparing the change in fair value of the hedged item with the 
change in fair value of the interest rate swap. 


If a cash flow hedge were discontinued because it was no longer probable that the original hedged transaction would occur as anticipated, 
the unrealized gain or loss on the related derivative would be reclassified into earnings. Subsequent gains or losses on the related derivative 
instrument would be recognized in income in each period until the instrument matures, is terminated, is re-designated as a qualified hedge, 
or is sold. Any ineffective portion of both cash flow and fair value hedges, as well as amounts excluded from the assessment of 
effectiveness, are recognized in earnings in interest and other, net. 


Securities Lending 


We may enter into securities lending agreements with financial institutions, generally to facilitate hedging and certain investment 
transactions. Selected securities may be loaned, secured by collateral in the form of cash or securities. The loaned securities continue to be 
carried as investment assets on our consolidated balance sheets. Cash collateral is recorded as an asset with a corresponding liability. For 
lending agreements collateralized by securities, we do not record the collateral as an asset or a liability, unless the collateral is repledged. 


Inventories 


We compute inventory cost on a currently adjusted standard basis (which approximates actual cost on an average or first-in, first-out basis). 
The valuation of inventory requires us to estimate obsolete or excess inventory as well as inventory that is not of saleable quality. The 
determination of obsolete or excess inventory requires us to estimate the future demand for our products. Inventory in excess of saleable 
amounts is not valued, and the remaining inventory is valued at the lower of cost or market. Inventories at fiscal year-ends were as follows: 


(In Millions) 2007 2006 

Raw matena sits. oo crea ad oy So So eb eRe Vee eek cee dl Ged SON E do ewes $ 507 $ 608 
WORK IM PEOCESS a a RUG aod ae dae ang a Mee, hacen oe 1,460 2,044 
Finishéd S00dS'-5.44.c4.d.0206c4 eddy eesti Ged einw bah chee oie emia de bee P twa weed e 1,403 1,662 
Total Inventories: +00. is ee Sea oa id aw aE a E RES ES ES a ew ES $ 3,370 $ 4,314 
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INTEL CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


Property, Plant and Equipment 


Property, plant and equipment, net at fiscal year-ends was as follows: 


(In Millions) 2007 2006 
Land and buuNdINgS! sc secad-de eas OC the eRe a Re SG Re eae ea he ee Ahh eee ad ew oy $ 15,267 $ 14,544 
Machinery ‘and equipment iii ai nace gs GS G4 de balk ob be eae teed dos 27,754 29,829 
CONSITUCHON TA PIOSTESS + ake la ee AA AAA BM og alee eee 3,031 2,711 
46,052 47,084 
Less: accumulated depreciation «cs ca weeds Salk ei oa BE ae Re dred due wl dee Wea Gud wba eat (29,134) (29,482) 
Total property, plant and equipment, net.... 00.0.0... 0. eee ens $ 16,918 $17,602 


We state property, plant and equipment at cost, less accumulated depreciation. We compute depreciation for financial reporting purposes 
principally using the straight-line method over the following estimated useful lives: machinery and equipment, 2 to 4 years; buildings, 4 to 
40 years. Reviews are regularly performed if facts and circumstances indicate that the carrying amount of assets may not be recoverable or 
that the useful life is shorter than we had originally estimated. We assess the recoverability of our assets held for use by comparing the 
projected undiscounted net cash flows associated with the related asset or group of assets over their remaining estimated useful lives against 
their respective carrying amounts. Impairment, if any, is based on the excess of the carrying amount over the fair value of those assets. If 
we determine that the useful lives are shorter than we had originally estimated, we depreciate the net book value of the assets over the 
newly determined remaining useful lives. See “Note 16: Restructuring and Asset Impairment Charges” for further discussion of 
restructuring-related asset impairment charges that we recorded during 2007 and 2006. 


We identify property, plant and equipment as held for sale when it meets the criteria of Statement of Financial Accounting Standards 
(SFAS) No. 144, “Accounting for Impairment or Disposal of Long-Lived Assets.” We reclassify held for sale assets to other current assets 
and cease recording depreciation. 


We capitalize interest on borrowings related to eligible capital expenditures. We add capitalized interest to the cost of qualified assets and 
amortize it over the estimated useful lives of the assets. Capital-related government grants earned are recorded as a reduction to property, 
plant and equipment. 


Goodwill 


We record goodwill when the purchase price of an acquisition exceeds the estimated fair value of the net identified tangible and intangible 
assets acquired. We perform an annual impairment review for each reporting unit using a fair value approach. Reporting units may be 
operating segments as a whole or an operation one level below an operating segment, referred to as a component. In determining the 
carrying value of the reporting unit, we have to make an allocation of our manufacturing and assembly and test assets because of the 
interchangeable nature of our manufacturing and assembly and test capacity. We base this allocation on each reporting unit’s relative 
percentage utilization of the manufacturing and assembly and test assets. In the event that an individual business within a reporting unit is 
divested, we allocate goodwill to that business based on its fair value relative to its reporting unit. For further discussion of goodwill, see 
“Note 15: Goodwill.” 


Identified Intangible Assets 


Intellectual property assets primarily represent rights acquired under technology licenses and are generally amortized on a straight-line basis 
over the periods of benefit, ranging from 2 to 17 years. We amortize acquisition-related developed technology on a straight-line basis over 
approximately 4 years. Other intangible assets include acquisition-related customer lists and workforce-in-place, which we amortize on a 
straight-line basis over periods ranging from 2 to 4 years. We classify all identified intangible assets within other long-term assets. In the 
quarter following the period in which identified intangible assets become fully amortized, the fully amortized balances are removed from 
the gross asset and accumulated amortization amounts. For further discussion of identified intangible assets, see “Note 14: Identified 
Intangible Assets.” 
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We perform a quarterly review of identified intangible assets to determine if facts and circumstances indicate that the useful life is shorter 
than we had originally estimated or that the carrying amount of assets may not be recoverable. If such facts and circumstances do exist, we 
assess the recoverability of identified intangible assets by comparing the projected undiscounted net cash flows associated with the related 
asset or group of assets over their remaining lives against their respective carrying amounts. Impairments, if any, are based on the excess of 
the carrying amount over the fair value of those assets. 


Product Warranty 


We generally sell products with a limited warranty on product quality and a limited indemnification for customers against intellectual 
property infringement claims related to our products. We accrue for known warranty and indemnification issues if a loss is probable and can 
be reasonably estimated, and accrue for estimated incurred but unidentified issues based on historical activity. The accrual and the related 
expense for known issues were not significant during the periods presented. Due to product testing and the short time typically between 
product shipment and the detection and correction of product failures, and considering the historical rate of payments on indemnification 
claims, the accrual and related expense for estimated incurred but unidentified issues were not significant during the periods presented. 


Revenue Recognition 


We recognize net revenue when the earnings process is complete, as evidenced by an agreement with the customer, transfer of title, and 
acceptance, if applicable, as well as fixed pricing and probable collectibility. We record pricing allowances, including discounts based on 
contractual arrangements with customers, when revenue is recognized as a reduction to both accounts receivable and net revenue. Because 
of frequent sales price reductions and rapid technology obsolescence in the industry, we defer sales made to distributors under agreements 
allowing price protection and/or right of return until the distributors sell the merchandise. We include shipping charges billed to customers 
in net revenue, and include the related shipping costs in cost of sales. 


Advertising 


Cooperative advertising programs reimburse customers for marketing activities for certain of our products, subject to defined criteria. We 
accrue cooperative advertising obligations and record the costs at the same time the related revenue is recognized. We record cooperative 
advertising costs as marketing, general and administrative expenses to the extent that an advertising benefit separate from the revenue 
transaction can be identified and the fair value of that advertising benefit received is determinable. We record any excess in cash paid over 
the fair value of the advertising benefit received as a reduction in revenue. Advertising costs recorded within marketing, general and 
administrative expenses were $1.9 billion in 2007 ($2.3 billion in 2006 and $2.6 billion in 2005). 


Employee Equity Incentive Plans 


We have employee equity incentive plans, which are described more fully in “Note 3: Employee Equity Incentive Plans.” Effective 

January 1, 2006, we adopted the provisions of SFAS No. 123 (revised 2004), “Share-Based Payment” (SFAS No. 123(R)). SFAS No. 123(R) 
requires employee equity awards to be accounted for under the fair value method. Accordingly, we measure share-based compensation at 
the grant date, based on the fair value of the award. Prior to January 1, 2006, we accounted for awards granted under our equity incentive 
plans using the intrinsic value method prescribed by Accounting Principles Board (APB) Opinion No. 25, “Accounting for Stock Issued to 
Employees” (APB No. 25), and related interpretations, and provided the required pro forma disclosures prescribed by SFAS No. 123, 
“Accounting for Stock-Based Compensation” (SFAS No. 123), as amended. The exercise price of options is equal to the value of Intel 
common stock on the date of grant. Additionally, the stock purchase plan was deemed non-compensatory under APB No. 25. Accordingly, 
prior to 2006 we did not recognize any share-based compensation, other than insignificant amounts of acquisition-related compensation, on 
the consolidated financial statements. 
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Under the modified prospective method of adoption for SFAS No. 123(R), the compensation cost that we recognized beginning in 2006 
includes (a) compensation cost for all equity incentive awards granted prior to but not yet vested as of January 1, 2006, based on the 
grant-date fair value estimated in accordance with the original provisions of SFAS No. 123, and (b) compensation cost for all equity 
incentive awards granted subsequent to January 1, 2006, based on the grant-date fair value estimated in accordance with the provisions of 
SFAS No. 123(R). We use the straight-line attribution method to recognize share-based compensation over the service period of the award. 
Upon exercise, cancellation, forfeiture, or expiration of stock options, or upon vesting or forfeiture of restricted stock units, we eliminate 
deferred tax assets for options and restricted stock units with multiple vesting dates for each vesting period on a first-in, first-out basis as if 
each vesting period were a separate award. To calculate the excess tax benefits available as of the date of adoption for use in offsetting 
future tax shortfalls, we followed the alternative transition method discussed in Financial Accounting Standards Board (FASB) Staff 
Position No. 123(R)-3. 


Recent Accounting Pronouncements 


In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (SFAS No. 157). SFAS No. 157 defines fair value, 
establishes a framework for measuring fair value, and enhances fair value measurement disclosure. In February 2008, the FASB issued 
FASB Staff Position (FSP) 157-1, “Application of FASB Statement No. 157 to FASB Statement No. 13 and Other Accounting 
Pronouncements That Address Fair Value Measurements for Purposes of Lease Classification or Measurement under Statement 13” (FSP 
157-1) and FSP 157-2, “Effective Date of FASB Statement No. 157” (FSP 157-2). FSP 157-1 amends SFAS No. 157 to remove certain 
leasing transactions from its scope. FSP 157-2 delays the effective date of SFAS No. 157 for all non-financial assets and non-financial 
liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually), 
until the beginning of the first quarter of fiscal 2009. The measurement and disclosure requirements related to financial assets and financial 
liabilities are effective for us beginning in the first quarter of fiscal 2008. The adoption of SFAS No. 157 for financial assets and financial 
liabilities will not have a significant impact on our consolidated financial statements. However, the resulting fair values calculated under 
SFAS No. 157 after adoption may be different from the fair values that would have been calculated under previous guidance. We are 
currently evaluating the impact that SFAS No. 157 will have on our consolidated financial statements when it is applied to non-financial 
assets and non-financial liabilities beginning in the first quarter of 2009. 


In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities” (SFAS No. 159). 
SFAS No. 159 permits companies to choose to measure certain financial instruments and other items at fair value. The standard requires 
that unrealized gains and losses are reported in earnings for items measured using the fair value option. SFAS No. 159 is effective for us 
beginning in the first quarter of fiscal year 2008. The adoption of SFAS No. 159 is not expected to have a significant impact on our 
consolidated financial statements. 


In June 2007, the FASB ratified EITF Issue No. 07-3, “Accounting for Nonrefundable Advance Payments for Goods or Services to Be Used 
in Future Research and Development Activities” (EITF 07-3). EITF 07-3 requires non-refundable advance payments for goods and services 
to be used in future research and development (R&D) activities to be recorded as assets and the payments to be expensed when the R&D 
activities are performed. EITF 07-3 applies prospectively for new contractual arrangements entered into beginning in the first quarter of 
fiscal year 2008. Prior to adoption, we recognized these non-refundable advance payments as an expense upon payment. The adoption of 
EITF 07-3 is not expected to have a significant impact on our consolidated financial statements. 


In December 2007, the FASB issued SFAS No. 141 (revised 2007), “Business Combinations” (SFAS No. 141(R)). Under SFAS No. 141(R), 
an entity is required to recognize the assets acquired, liabilities assumed, contractual contingencies, and contingent consideration at their 
fair value on the acquisition date. It further requires that acquisition-related costs be recognized separately from the acquisition and 
expensed as incurred, restructuring costs generally be expensed in periods subsequent to the acquisition date, and changes in accounting for 
deferred tax asset valuation allowances and acquired income tax uncertainties after the measurement period impact income tax expense. In 
addition, acquired in-process research and development (IPR&D) is capitalized as an intangible asset and amortized over its estimated 
useful life. The adoption of SFAS No. 141(R) will change our accounting treatment for business combinations on a prospective basis 
beginning in the first quarter of fiscal year 2009. 
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In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements—an amendment of 
ARB No. 51” (SFAS No. 160). SFAS No. 160 changes the accounting and reporting for minority interests, which will be recharacterized as 
non-controlling interests and classified as a component of equity. SFAS No. 160 is effective for us on a prospective basis for business 
combinations with an acquisition date beginning in the first quarter of fiscal year 2009. As of December 29, 2007, we did not have any 
minority interests. The adoption of SFAS No. 160 will not impact our consolidated financial statements. 


In December 2007, the U.S. Securities and Exchange Commission (SEC) issued Staff Accounting Bulletin 110 (SAB 110) to amend the 
SEC’s views discussed in Staff Accounting Bulletin 107 (SAB 107) regarding the use of the simplified method in developing an estimate of 
expected life of share options in accordance with SFAS No. 123(R). SAB 110 is effective for us beginning in the first quarter of fiscal year 
2008. We will continue to use the simplified method until we have the historical data necessary to provide a reasonable estimate of 
expected life in accordance with SAB 107, as amended by SAB 110. 


Accounting Changes 


In fiscal year 2007, we adopted EITF Issue No. 06-2, “Accounting for Sabbatical Leave and Other Similar Benefits Pursuant to FASB 
Statement No. 43” (EITF 06-2). EITF 06-2 requires companies to accrue the cost of these compensated absences over the service period. 
We adopted EITF 06-2 through a cumulative-effect adjustment, resulting in an additional liability of $280 million, additional deferred tax 
assets of $99 million, and a reduction to retained earnings of $181 million at the beginning of 2007. 


We also adopted FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes—an interpretation of FASB Statement No. 109” 
(FIN 48), and related guidance in fiscal year 2007. See “Note 17: Taxes” for further discussion. 


Note 3: Employee Equity Incentive Plans 


Our equity incentive plans are broad-based, long-term retention programs intended to attract and retain talented employees and align 
stockholder and employee interests. 


In May 2007, stockholders approved an extension of the 2006 Equity Incentive Plan (the 2006 Plan). Stockholders approved 119 million 
additional shares for issuance, increasing the total shares of common stock available for issuance as equity awards to employees and 
non-employee directors to 294 million shares. Of this amount, we increased the maximum number of shares to be awarded as non-vested 
shares (restricted stock) or non-vested share units (restricted stock units) to 168 million shares. The approval also extended the expiration 
date of the 2006 Plan to June 2010. The 2006 Plan allows for time-based, performance-based, and market-based vesting for equity incentive 
awards. As of December 29, 2007, we had not issued any performance-based or market-based equity incentive awards. As of December 29, 
2007, 226 million shares remained available for future grant under the 2006 Plan. We may assume the equity incentive plans and the 
outstanding equity awards of certain acquired companies. Once they are assumed, we do not grant additional shares under these plans. 


We began issuing restricted stock units in 2006. We issue shares on the date that the restricted stock units vest. The majority of shares 
issued are net of the statutory withholding requirements that we pay on behalf of our employees. As a result, the actual number of shares 
issued will be less than the number of restricted stock units granted. Prior to vesting, restricted stock units do not have dividend equivalent 
rights, do not have voting rights, and the shares underlying the restricted stock units are not considered issued and outstanding. 


Equity awards granted to employees in 2007 under our equity incentive plans generally vest over 4 years from the date of grant, and options 
expire 7 years from the date of grant. Equity awards granted to key officers, senior-level employees, and key employees in 2007 may have 
delayed vesting beginning 2 to 5 years from the date of grant, and options expire 7 to 10 years from the date of grant. 


The 2006 Stock Purchase Plan allows eligible employees to purchase shares of our common stock at 85% of the value of our common stock 
on specific dates. Under the 2006 Stock Purchase Plan, we made 240 million shares of common stock available for issuance through August 
2011. As of December 29, 2007, 214 million shares were available for issuance under the 2006 Stock Purchase Plan. 
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Share-Based Compensation 


Effective January 1, 2006, we adopted the provisions of SFAS No. 123(R), as discussed in “Note 2: Accounting Policies.” Share-based 
compensation recognized in 2007 was $952 million ($1,375 million in 2006 and zero in 2005). 


In accordance with SFAS No. 123(R), we adjust share-based compensation on a quarterly basis for changes to our estimate of expected 
equity award forfeitures based on our review of recent forfeiture activity and expected future employee turnover. We recognize the effect of 
adjusting the forfeiture rate for all expense amortization after January 1, 2006 in the period that we change the forfeiture estimate. The 
effect of forfeiture adjustments in 2007 and 2006 was insignificant. 


The total share-based compensation cost capitalized as part of inventory as of December 29, 2007 was $41 million ($72 million as of 
December 30, 2006). The amount that we would have capitalized to inventory as of December 31, 2005, if we had applied the provisions of 
SFAS No. 123(R) retrospectively, was $66 million. Under the provisions of SFAS No. 123(R), we recorded $66 million as a credit to 
common stock and capital in excess of par value. During 2007, the tax benefit that we realized for the tax deduction from option exercises 
and other awards totaled $265 million ($139 million in 2006). 


Pro forma information required under SFAS No. 123(R) for 2005, as if we had applied the fair value recognition provisions of SFAS No. 123 
to options granted under our equity incentive plans and rights to acquire stock granted under our stock purchase plan, is as follows: 


(In Millions, Except Per Share Amounts) 2005 

INGE Income, AS TEPOREO ir o A ia aca ed nce AG $ 8,664 
Less: total share-based compensation determined under the fair value method for all awards, net of tax ............ 1,262 
Proforma Net MCOMEs ss alc cade AES eh Se ee we PSS PS Ree Bae Ee ae ee oa eS Pe $ 7,402 
Reported basic earnings per common shate.. 1... 6... eee eee eee $ 1.42 
Pro forma basic earnings per common Share .... 1.0... ene eee eee ee $ 1.21 
Reported diluted earnings per common Share... $ 1.40 
Pro forma diluted earnings per common Share... $ 1.20 


For share-based compensation recognized in 2007 and 2006 as a result of the adoption of SFAS No. 123(R), as well as pro forma 
disclosures according to the original provisions of SFAS No. 123 for periods prior to the adoption of SFAS No. 123(R), we use the 
Black-Scholes option pricing model to estimate the fair value of options granted under our equity incentive plans and rights to acquire stock 
granted under our stock purchase plan. We based the weighted average estimated values of employee stock option grants and rights granted 
under the stock purchase plan, as well as the weighted average assumptions used in calculating these values, on estimates at the date of 
grant, as follows: 


Stock Options Stock Purchase Plan 
2007 2006 2005" 2007 2006 2005" 
Estimated ValUÉS+ vimos se $ 579 $ 521 $ 602 $ 5.18 $ 456 $ 5.78 
Expected life (m years) osorno da dy eee wae 5.0 4.9 4.7 5 9 3 
Risk-free interest Tate: soete tte ei beh ae 4.5% 4.9% 3.9% 5.2% 5.0% 3.2% 
Volatilidad a ias Ba aaa ata 26% 21% 26% 28% 29% 23% 
Dividend yield voii don e ba ee 2.0% 2.0% 1.4% 2.0% 2.1% 1.3% 


"Estimated values and assumptions used in calculating fair value prior to the adoption of SFAS No. 123(R). 
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We base the expected volatility on implied volatility, because we have determined that implied volatility is more reflective of market 
conditions and a better indicator of expected volatility than historical volatility. We use the simplified method of calculating expected life 


described in SAB 107, due to significant differences in the vesting terms and contractual life of current option grants compared to our 
historical grants. 


We estimate the fair value of restricted stock unit awards using the value of our common stock on the date of grant, reduced by the present 
value of dividends expected to be paid on our common stock prior to vesting. We based the weighted average estimated values of restricted 


stock unit grants, as well as the weighted average assumptions that we used in calculating the fair value, on estimates at the date of grant, as 
follows: 


2007 2006 
Bstimated values: ay, ec « acento ae eb sews EA REE ORAS RAR RR SOE RA RR $ 21.13 $ 18.70 
Risk-free interest Tate’. A he ee dae Sb eee 4.7% 4.9% 
Dividend yield acariciar oa SOS es OEE SHER etna nee Red 2.0% 2.0% 
Stock Option Awards 
Options outstanding that have vested and are expected to vest as of December 29, 2007 are as follows: 
Weighted 
Average 
Weighted Remaining Aggregate 
Number of Average Contractual Intrinsic 
Shares Exercise Term Value! 
(In Millions) Price (In Years) (In Millions) 
A banti ieee en A a $s 528.2 $ 29.04 38 $ 1,536 
Expected to We E E E TE TTE EEES 118.5 $ 22.89 5.4 493 
A e ea a aa eae 646.7 $ 27.91 41 $ 2,029 


1 Amounts represent the difference between the exercise price and $26.76, the closing price of Intel stock on December 28, 2007, as 
reported on The NASDAQ Global Select Market*, for all in-the-money options outstanding. 


? Options outstanding that are expected to vest are net of estimated future option forfeitures in accordance with the provisions of 


SFAS No. 123(R). 


Options with a fair value of $1.4 billion completed vesting during 2007. As of December 29, 2007, there was $524 million in unrecognized 


compensation costs related to stock options granted under our equity incentive plans. We expect to recognize those costs over a weighted 
average period of 1.1 years. 
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Additional information with respect to stock option activity is as follows: 


Weighted Aggregate 
Number of Average Intrinsic 

(In Millions, Except Per Share Amounts) Shares Exercise Price Value! 
December 25, 2004 0.0... ce tee nee nes 883.9 $ 26.26 
TAM toda 1189 $ 23.36 
Di A eet ae Bee oe (64.5) $ 12.65 
Cancellations and forfeitures... 0.0.0... cc tenes (38.4) $ 29.80 
December 31, 2005 2.0.0... teen tenes 899.9 $ 26.71 
A IN 523 $ 20.04 
SO E TN TO (47.3) $ 12.83 $ 364 
Cancellations and forfeitures... 1... eee (65.4) $ 28.07 
December 30, 2006.0... 0... eee eee nae 839.5 $ 26.98 
CAS s deed bb di Bb OOM eek dro io oda deb ras 246 $ 22.63 
PERETCISCS 3.41.55 6, RA (132.8) $ 19.78 $ 552 
Cancellations and forfeitures... 1... ene (65.4) $ 31.97 
December 29, 2007 .. 0.0... ete een teens 665.9 $ 27.76 
Options exercisable at: 

December 31). 2005s. cat wesc a Se Hk ae Ws oe Eh 4692 $ 29.16 

December 30; Obi. ci ia da 567.6 $ 28.66 

December 29 2007 iit das iaa tab de ies 5282 $ 29.04 


1 Amounts represent the difference between the exercise price and the value of Intel stock at the time of exercise. 


The following table summarizes information about options outstanding at December 29, 2007: 


Outstanding Options Exercisable Options 
Weighted = 
Average 
Remaining Weighted Weighted 
Number of Contractual Average Number of Average 
Shares Life Exercise Shares Exercise 
Range of Exercise Prices (In Millions) (In Years) Price (In Millions) Price 
$0205=9.19.00 cocina rise dee 0.9 33 $ 6.64 09 $ 6.66 
$15.01-$20.00 .......ooooooooommoroooooo.m.oo. 108.3 44 $ 18.59 79.8 $ 18.52 
S2001 Sb 25:00" cet ot A eee Bs he haha ere ee 280.4 43 $ 22.54 202.2 $ 22.64 
$25-00 $3000! aoe S 133.7 50 $ 27.23 109.8 $ 27.30 
A A r a a eG 54.5 27 $ 31.35 474 $ 31.31 
$35:.01= S4000 aia 22.2 25 $ 38.43 222 $ 38.43 
$40.01-$87.90 riae aee ce A EA 65.9 23 $ 59.80 65.9 $ 59.80 
Total cys ch des hs a e E a N 665.9 41 $ 27.76 528.2 $ 29.04 


These options will expire if they are not exercised by specific dates through January 2017. Option exercise prices for options exercised 


during the three-year period ended December 29, 2007 ranged from $0.05 to $28.05. 
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Restricted Stock Unit Awards 


Information with respect to outstanding restricted stock unit activity is as follows: 


Weighted 
Average 
Grant-Date Aggregate 
Number of Fair Fair 

(In Millions, Except Per Share Amounts) Shares Value Value! 
Outstanding at December 31, 2005... .. 0.0.0... 00. ce es — $ — 
PP sete EA E oe ds Ree qoG dae eels ates a ada E E 30.0 $ 18.70 
Vested pepeg Mie atra bre air hb ieda — $ — $ — 
Forfeited ci aac? BBA e a a e a Dead aE Gad WM G i paa (2.6) $ 18.58 
Outstanding at December 30, 2006... 2.0.0.0... anana 274 $ 18.71 
Granted A E Des a eg ees 328 $ 21.13 
Vested A IA (5.9) $ 1860 $ 1317 
Forfeited onoono oa (3.2) $ 19.38 
Outstanding at December 29, 2007... 00... eee 511 $ 20.24 


1 Represents the value of Intel stock on the date that the restricted stock units vest. 


? The number of restricted stock units vested includes shares that we withheld on behalf of employees to satisfy the statutory tax 
withholding requirements. 


3 On the grant date, the fair value for these vested awards was $111 million. 


As of December 29, 2007, there was $707 million in unrecognized compensation costs related to restricted stock units granted under our 
equity incentive plans. We expect to recognize those costs over a weighted average period of 1.6 years. 


Stock Purchase Plan 

Approximately 75% of our employees were participating in our stock purchase plan as of December 29, 2007. Employees purchased 

26.1 million shares in 2007 for $428 million under the 2006 Stock Purchase Plan. Employees purchased 26.0 million shares in 2006 

(19.6 million in 2005) for $436 million ($387 million in 2005) under the now expired 1976 Stock Participation Plan. As of December 29, 
2007, there was $16 million in unrecognized compensation costs related to rights to acquire stock under our stock purchase plan. We expect 
to recognize those costs over a weighted average period of one month. 


Note 4: Earnings Per Share 


We computed our basic and diluted earnings per common share as follows: 


(In Millions, Except Per Share Amounts) 2007 2006 2005 

Nët INCOME AA A AO $ 6976 $ 5,044 $ 8,664 
Weighted average common shares outstanding—basic ..........oo.oooo.ooo oo... 5,816 5,797 6,106 
Dilutive effect of employee equity incentive plans .............. 00.00.00 69 32 70 
Dilutive effect of convertible debt... sacrar aaen een 51 51 2 
Weighted average common shares outstanding—diluted....................... 5,936 5,880 6,178 
Basic earnings per common share ............0. 0000 c cece eee eee $ 120 $ 087 $ 1.42 
Diluted earnings per common share ............. 00.0 e cee eee eee $ 118 $ 086 $ 1.40 
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We computed our basic earnings per common share using net income and the weighted average number of common shares outstanding 
during the period. We computed diluted earnings per common share using net income and the weighted average number of common shares 
outstanding plus potentially dilutive common shares outstanding during the period. Potentially dilutive common shares include the assumed 
exercise of outstanding stock options, assumed vesting of outstanding restricted stock units, assumed issuance of stock under the stock 
purchase plan using the treasury stock method, and the assumed conversion of debt using the if-converted method. 


For 2007, we excluded 417 million outstanding weighted average stock options (693 million in 2006 and 372 million in 2005) from the 
calculation of diluted earnings per common share because the exercise prices of these stock options were greater than or equal to the 
average market value of the common shares. These options could be included in the calculation in the future if the average market value of 
the common shares increases and is greater than the exercise price of these options. 


Note 5: Common Stock Repurchases 
Common Stock Repurchase Program 


We have an ongoing authorization, amended in November 2005, from our Board of Directors to repurchase up to $25 billion in shares of 
our common stock in open market or negotiated transactions. During 2007, we repurchased 111 million shares of common stock at a cost of 
$2.75 billion (226 million shares at a cost of $4.6 billion during 2006 and 418 million shares at a cost of $10.6 billion during 2005). We 
have repurchased and retired 2.9 billion shares at a cost of approximately $60 billion since the program began in 1990. As of December 29, 
2007, $14.5 billion remained available for repurchase under the existing repurchase authorization. 


Restricted Stock Unit Withholdings 


We issue restricted stock units as part of our equity incentive plans, which are described more fully in “Note 3: Employee Equity Incentive 
Plans.” For the majority of restricted stock units granted, the number of shares issued on the date the restricted stock units vest is net of the 
statutory withholding requirements that we pay on behalf of our employees. During 2007, we withheld 1.7 million shares to satisfy 

$38 million of employees’ tax obligations. We paid this amount in cash to the appropriate taxing authorities. Although shares withheld are 
not issued, they are treated as common stock repurchases for accounting and disclosure purposes, as they reduce the number of shares that 
would have been issued upon vesting. 


Note 6: Borrowings 

Short-Term Debt 

Short-term debt included non-interest-bearing drafts payable of $140 million and the current portion of long-term debt of $2 million as of 
December 29, 2007 (drafts payable of $178 million and the current portion of long-term debt of $2 million as of December 30, 2006). We 
also have the ability to borrow under our commercial paper program, which has a pre-authorized limit of up to $3.0 billion. There were no 


borrowings under our commercial paper program during 2007 and 2006. Our commercial paper was rated A-1+ by Standard & Poor’s and 
P-1 by Moody's as of December 29, 2007. 
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Long-Term Debt 


Our long-term debt at fiscal year-ends was as follows: 


(In Millions) 2007 2006 
Junior subordinated convertible debentures due 2035 at 2.95% 0... 0. ce ees $ 1,586 $ 1,586 
2005 Arizona bonds due 2035 at 4.375% eea eea ec ee eee eee eee een ene 159 160 
2007 Arizona bonds dls 2037 at 5.3 wg sess acd woe gis a feck ee Ale ats 125 — 
Euro debt due 2008-2018 at 7%—-11% 2... ec eee eee a e nas 111 103 
Omer de Ds nara ati daa ees a Borde a ene ear dada 1 1 
1,982 1,850 
Less: current portion of long-term debt ss pess eee ee eee eee (2) (2) 
Total long-term debt .. 0.0.0... tet tenet tenes $ 1,980 $ 1,848 


In 2005, we issued $1.6 billion of 2.95% junior subordinated convertible debentures (the debentures) due 2035. The debentures are 
convertible, subject to certain conditions, into shares of our common stock at an initial conversion rate of 31.7162 shares of common stock 
per $1,000 principal amount of debentures, representing an initial effective conversion price of approximately $31.53 per share of common 
stock. Holders can surrender the debentures for conversion at any time. The conversion rate will be subject to adjustment for certain events 
outlined in the indenture governing the debentures, but will not be adjusted for accrued interest. In addition, the conversion rate will 
increase for a holder who elects to convert the debentures in connection with certain share exchanges, mergers, or consolidations involving 
Intel, as described in the indenture governing the debentures. The debentures, which pay a fixed rate of interest semiannually, have a 
contingent interest component that will require us to pay interest based on certain thresholds and for certain events commencing on 
December 15, 2010, as outlined in the indenture. The maximum amount of contingent interest that will accrue is 0.40% per year. The fair 
value of the related embedded derivative was not significant as of December 29, 2007 or December 30, 2006. 


We can settle any conversion or repurchase of the debentures in cash or stock at our option. On or after December 15, 2012, we can 
redeem, for cash, all or part of the debentures for the principal amount, plus any accrued and unpaid interest, if the closing price of Intel 
common stock has been at least 130% of the conversion price then in effect for at least 20 trading days during any 30 consecutive 
trading-day period prior to the date on which we provide notice of redemption. If certain events occur in the future, the indenture provides 
that each holder of the debentures can, for a pre-defined period of time, require us to repurchase the holder’s debentures for the principal 
amount plus any accrued and unpaid interest. The debentures are subordinated in right of payment to our existing and future senior debt and 
to the other liabilities of our subsidiaries. We concluded that the debentures are not conventional convertible debt instruments and that the 
embedded stock conversion option qualifies as a derivative under SFAS No. 133, “Accounting for Derivative Instruments and Hedging 
Activities” (SFAS No. 133). In addition, in accordance with EITF 00-19, “Accounting for Derivative Financial Instruments Indexed to, and 
Potentially Settled in, a Company’s Own Stock,” we have concluded that the embedded conversion option would be classified in 
stockholders’ equity if it were a freestanding instrument. As such, the embedded conversion option is not accounted for separately as a 
derivative. 


In 2005, we guaranteed repayment of principal and interest on bonds issued by the Industrial Development Authority of the City of 
Chandler, Arizona, which constitutes an unsecured general obligation for Intel. The aggregate principal amount, including the premium, of 
the bonds issued in 2005 (2005 Arizona bonds) was $160 million. The bonds are due in 2035 and bear interest at a fixed rate of 4.375% 
until 2010. The 2005 Arizona bonds are subject to mandatory tender on November 30, 2010, at which time we can re-market the bonds as 
either fixed-rate bonds for a specified period or as variable-rate bonds until their final maturity on December 1, 2035. 
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In 2007, we guaranteed repayment of principal and interest on bonds issued by the Industrial Development Authority of the City of 
Chandler, Arizona, which constitute an unsecured general obligation for Intel. The aggregate principal amount of the bonds issued in 
December 2007 (2007 Arizona bonds) is $125 million due in 2037, and the bonds bear interest at a fixed rate of 5.3%. The 2007 Arizona 
bonds are subject to mandatory tender, at our option, on any interest payment date beginning on or after December 1, 2012 until their final 
maturity on December 1, 2037. Upon such tender, we can re-market the bonds as either fixed-rate bonds for a specified period or as 
variable-rate bonds until their final maturity. We also entered into an interest rate swap agreement, from a fixed rate to a floating 
LIBOR-based return. At the beginning of the first quarter of 2008, we elected the provisions of SFAS No. 159, and we will record the 
2007 Arizona bonds at fair value at each reporting date. As a result, changes in the fair value of this debt will be primarily offset by 
changes in the fair value of the interest rate swap, without the need to apply the hedge accounting provisions of SFAS No. 133. 


We have euro borrowings, which we made in connection with financing manufacturing facilities and equipment in Ireland. We have 
invested the proceeds in euro-denominated loan participation notes of similar maturity to reduce currency and interest rate exposures. 
During 2006, we retired approximately $300 million in euro borrowings prior to their maturity dates through the simultaneous settlement of 
an equivalent amount of investments in loan participation notes. 


At December 29, 2007, our aggregate debt maturities were as follows (in millions): 


Year Payable 

QOOB ccc ccbeins He 5 do a dyed ee ee eA ae E CE ed eed ed eee ee ES $ 2 
LODO it E A IT AA eRe ae bree ee ad iat vas aOR on ARAS 2 
Mi EW ord Hebe Ea SA ee OE Ha ae BA Oa ES Eh ee haw Po FS eS 160 
QAM i Sete cave 8 Gk. a wa Bad Ate Ate aan hie aed SMe ah aetna eee ead Ge a 2 
010) E PE ee 2 
2013; and there ater A eed wis won Shes Bo oe wi Mace A a ed nae es SER S 1,814 
Total. oia 04 ab rr Se Dea dd bb ee bee aed danke bobs. ob dares dds Paes bh eae ees ded $ 1,982 


Note 7: Investments 
Trading Assets 


Trading assets outstanding at fiscal year-ends were as follows: 


2007 2006 
Net Net 
Unrealized Estimated Unrealized Estimated 
(In Millions) Gains Fair Value Gains Fair Value 
Marketable debt instruments ........... 20.0... 000 e eee eee eee $ 51 $ 2,074 $ 40 $ 684 
Equity securities offsetting deferred compensation................4. 163 492 138 450 
Total trading assets... 0.0... eee ene $ 214 $ 2,566 $ 178 $ 1,134 


We designate floating-rate securitized financial instruments, such as asset-backed securities, that we purchased after December 30, 2006 as 
trading assets. As of December 29, 2007, the estimated fair value of these securitized financial instruments was $926 million. 


Net gains on marketable debt instruments that we classified as trading assets held at the reporting date were $19 million in 2007 (gains of 
$31 million in 2006 and losses of $47 million in 2005). Net losses on the related derivatives were $37 million in 2007 (losses of $22 million 
in 2006 and gains of $52 million in 2005). Certain equity securities within the trading assets portfolio are maintained to generate returns 
that seek to offset changes in liabilities related to the equity market risk of certain deferred compensation arrangements. These deferred 
compensation liabilities were $483 million in 2007 ($416 million in 2006), and are included in other accrued liabilities. Net gains on equity 
securities offsetting deferred compensation arrangements still held at the reporting date were $28 million in 2007 ($45 million in 2006 and 
$15 million in 2005). 
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Available-for-Sale Investments 


Available-for-sale investments at December 29, 2007 and December 30, 2006 were as follows: 


2007 2006 
Gross Gross Gross Gross 
Adjusted Unrealized Unrealized Estimated Adjusted Unrealized Unrealized Estimated 

Floating rate notes ..... $ 6,254 $ 3 $ (31) $ 6,226 $ 3,508 $ 4 $ — $ 3,512 
Commercial paper ..... 4,981 — — 4,981 4,956 4 — 4,960 
Bank time deposits! .... 1,891 1 = 1,892 1,029 1 = 1,030 
Money market fund 

deposits........... 1,824 1 — 1,825 157 — — 157 
Marketable equity 

securities .......... 421 616 (50) 987 233 165 — 398 
Asset-backed securities . . 937 — (23) 914 1,633 3 — 1,636 
Corporate bonds....... 610 2 (8) 604 563 1 (1) 563 
Repurchase agreements . . 150 — — 150 450 — — 450 
Domestic government 

securities .......... 121 — — 121 116 = = 116 
Non-U.S. government 

securities .......... 118 — — 118 149 — — 149 
Total available-for-sale 

investments........ $ 17,307 $ 623 $ (112) $ 17,818 $ 12,794 $ 178 $ (1) $ 12,971 

2007 2006 
Carrying Carrying 

(In Millions) Amount Amount 
Available-for-sale investmentS.............oooo.o.o.ooooo.. $ 17,818 $ 12,971 
Investments in loan participation notes (cost basis) .......... 111 103 
Cash on hand oss eeano cia a r be oa Oe eet cd 253 215 
A AA $ 18,182 $ 13,289 
Reported as (In Millions) 2007 2006 
Cash and cash equivalents ...... 0.0.0.0 cee eee oo... $ 7,307 $ 6,598 
Short-term investments... ..... 0.0.0 cece eee eee ee eee 5,490 2,270 
Marketable equity securities .......ooo.oooooooooo ooo... 987 398 
Other long-term investments ......o.o.ooooocooomoorono.. 4,398 4,023 
A O II ee cate ate ee $ 18,182 $ 13,289 


l Bank time deposits were primarily issued by institutions outside the U.S. in 2007 and 2006. 


In 2007, we invested $218.5 million in VMware, Inc., a publicly traded company, in exchange for 9.5 million shares of their common stock. 
Our investment is recorded in marketable equity securities at a fair value of $794 million as of December 29, 2007, based on the quoted 
closing stock price on December 28, 2007. 


We sold available-for-sale investments for proceeds of approximately $1.7 billion in 2007. The gross realized gains on these sales totaled 
$138 million. The realized gains on third-party merger transactions were insignificant during 2007. The recognized impairment losses on 
available-for-sale investments as well as gross realized losses on sales were insignificant during 2007. 
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We sold available-for sale investments for proceeds of approximately $2.0 billion in 2006 and $1.7 billion in 2005. The gross realized gains 
on these sales totaled $135 million in 2006 and $96 million in 2005. The gain in 2006 included a gain of $103 million from the sale of a 
portion of our investment in Micron Technology, Inc. We recognized insignificant impairment losses on available-for-sale investments in 
2006 and $105 million in 2005. The impairment in 2005 represented a charge of $105 million on our investment in Micron reflecting the 
difference between the cost basis of the investment and the price of Micron’s stock at the end of the second quarter of 2005. We realized 
gains on third-party merger transactions of $79 million during 2006 and an insignificant amount in 2005. Gross realized losses on sales 
were insignificant during 2006 and 2005. 


The investments in an unrealized loss position as of December 29, 2007 were as follows: 


Less than 12 Months 


Gross 

Unrealized Estimated 
(In Millions) Losses Fair Value 
Floating Tate NOES its daa teow bide oes ob ee el $ (31) $ 4,626 
Asset=backed Securities: ....oooommicrr sane bates a dod we de ele aoe erg aus susie eee aoe ue aaa (23) 914 
Corporate: DONAS veis nE i go SA toed Ue ao Lae oo Re Be A eo ees S (8) 157 
Marketable equity seCUurtes coi da a aca: da ace eid ane dees wee asa de asd a AAs oop ee ae as (50) 129 
Total Sesto cae ho Sater E a esa eit Ae eee NON $ (112) $ 5,826 


As of December 29, 2007, the duration of the unrealized losses for the majority of the floating rate notes, asset-backed securities purchased 
prior to 2007, and corporate bonds was less than six months. These unrealized losses represented an insignificant amount in relation to our 
total available-for-sale portfolio. Substantially all of our unrealized losses can be attributed to fair value fluctuations in an unstable credit 
environment. As of December 29, 2007, all of our investments in asset-backed securities were rated AAA/Aaa, and the substantial majority 
of the investments in floating rate notes and corporate bonds in an unrealized loss position were rated AA/Aa2 or better. Our portfolio 
includes $1.8 billion of asset-backed securities collateralized by first-lien mortgages, credit card debt, student loans, and auto loans. We 
have the intent and ability to hold our debt investments for a sufficient period of time to allow for recovery of the principal amounts 
invested. 


The $50 million of unrealized loss for marketable equity securities was attributed to the fair value decline in our investment in Micron. As 
of December 29, 2007, Micron had been trading at levels below our cost basis for less than two months, as its stock price has been 
impacted by weakened DRAM and NAND market segments. An oversupply within the DRAM and NAND market segments contributed to 
weakening average selling prices within these highly competitive market segments. We believe that the market segments will recover within 
a reasonable period given past cyclical patterns, and we have the intent and ability to hold our investment in Micron for a sufficient period 
of time to allow for recovery. 


We believe that the unrealized losses in all of the above investments are temporary and that these losses do not represent a need for an 
other-than-temporary impairment, based on our evaluation of available evidence as of December 29, 2007. 


The investments that have been in an unrealized loss position for 12 months or more were not significant as of December 29, 2007. In 2006, 
investments in an unrealized loss position were not significant. 
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The amortized cost and estimated fair value of available-for-sale and loan participation investments in debt instruments at December 29, 
2007, by contractual maturity, were as follows: 


Estimated 
(In Millions) Cost Fair Value 
Digan l year or less 5 ses aug ests aaa a e a cee aaah ace ace aide daoe aterm ane wea RA EA wena $ 10,203 $ 10,205 
Düéin 12 years. 3620 ed tee ae ba PR e a e a ii ob eo aa 2,838 2,836 
Due M2 YES si ase aegis dee A dae a ROE a A aap Re kde Aco dag ee eS a a 1,092 1,108 
Due alter O yea. ips oe Ey ek Gee eo dae Ge eek Pe Dato ha de S 103 105 
Instruments not due at a single maturity date ss 2... ee eee 2,761 2,739 
MOT eats APs RIG ag oe Ed da E TOS Heda $ 16,997 $ 16,993 


Instruments not due at a single maturity date include asset-backed securities that we purchased prior to fiscal 2007, and money market fund 
deposits. 


Non-Marketable and Other Equity Investments 


Non-marketable and other equity investments are included in other long-term assets. Non-marketable and other equity investments at 
December 29, 2007 and December 30, 2006 were as follows: 


(In Millions) 2007 2006 
Carrying value: 
Non-marketable cost method investments .... 0.0... 0c cece cette ene $ 805 $ 733 
Non-marketable equity method investments... 0.0.0... 0. c cee eee eee eee $ 2,597 $ 2,033 
Marketable equity method investment... 1.0.0... saa a aa a a eee ene $ 508 $ — 


As of December 29, 2007, our non-marketable equity method investments primarily consisted of our investment in IM Flash Technologies, 
LLC (IMFT). See “Note 19: Ventures” for further discussion on IMFT. As of December 30, 2006, our non-marketable equity method 
investments primarily consisted of our investments in IMFT and Clearwire Corporation. 


As of December 29, 2007, our marketable equity method investment consisted of our investment in Clearwire in which we hold an 
ownership interest of 22% (27% as of December 30, 2006). In March 2007, Clearwire completed an initial public offering and is publicly 
traded on The NASDAQ Global Select Market*. Based on the quoted closing stock price as of December 28, 2007, the fair value of our 
ownership interest in Clearwire was $522 million; however, since we account for our investment under the equity method, we do not carry 
the investment at fair value. We record our proportionate share of Clearwire’s net income (loss) on a one-quarter lag. 


As of December 29, 2007, the carrying value of our investment in Clearwire exceeded our share of the book value of Clearwire’s assets by 
$213 million. Of this amount, $108 million is considered equity method goodwill and is not amortized in accordance with SFAS No. 142, 
“Goodwill and Other Intangible Assets,” and APB Opinion No. 18, “The Equity Method of Accounting for Investments in Common Stock.” 
The remaining $105 million represents our share of the difference between fair value and book value for Clearwire’s net assets, of which 
$48 million is being amortized with a weighted average remaining life of approximately 18 years, and $57 million is not being amortized as 
these assets have an indefinite useful life. There were no impairment charges related to our investment in Clearwire in 2007 or 2006. 


We recognized impairment losses on non-marketable equity investments of $120 million in 2007 ($79 million in 2006 and $103 million in 
2005). 
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Note 8: Concentrations of Credit Risk 


Financial instruments that potentially subject us to concentrations of credit risk consist principally of investments in debt instruments, 
derivative financial instruments, and trade receivables. We also enter into master netting arrangements with counterparties when possible to 
mitigate credit risk. A master netting arrangement allows amounts owed by each counterparty from separate transactions to be net settled. 


We generally place investments with high-credit-quality counterparties and, by policy, limit the amount of credit exposure to any one 
counterparty based on our periodic analysis of that counterparty’s relative credit standing. Substantially all of our investments in debt 
instruments are with A/A2 or better rated issuers, and the substantial majority are with AA/Aa2 or better. In addition to requiring all 
investments with original maturities of up to six months to be rated at least A-1/P-1 by Standard & Poors/Moody’s, our investment policy 
specifies a higher minimum rating for investments with longer maturities. For instance, investments with maturities beyond three years 
require a minimum rating of AA-/Aa3. Government regulations imposed on investment alternatives of our non-U.S. subsidiaries, or the 
absence of A rated counterparties in certain countries, result in some minor exceptions, which are reviewed annually by the Finance 
Committee of our Board of Directors. Credit rating criteria for derivative instruments are similar to those for investments. The amounts 
subject to credit risk related to derivative instruments are generally limited to the amounts, if any, by which a counterparty’s obligations 
exceed our obligations with that counterparty. At December 29, 2007, the total credit exposure to any single counterparty did not exceed 
$500 million. We obtain and secure available collateral from counterparties against obligations, including securities lending transactions, 
when deemed appropriate. 


A substantial majority of our trade receivables are derived from sales to original equipment manufacturers and original design 
manufacturers of computer systems, handheld devices, and networking and communications equipment. We also have accounts receivable 
derived from sales to industrial and retail distributors. Our two largest customers accounted for 35% of net revenue for 2007, 2006, and 
2005. Additionally, these two largest customers accounted for 35% of our accounts receivable at December 29, 2007 and December 30, 
2006. We believe that the receivable balances from these largest customers do not represent a significant credit risk based on cash flow 
forecasts, balance sheet analysis, and past collection experience. 


We have adopted credit policies and standards intended to accommodate industry growth and inherent risk. We believe that credit risks are 
moderated by the financial stability of our customers and diverse geographic sales areas. We assess credit risk through quantitative and 
qualitative analysis, and from this analysis, we establish credit limits and determine whether we will seek to use one or more credit support 
devices, such as obtaining some form of third-party guaranty or standby letter of credit, or obtaining credit insurance for all or a portion of 
the account balance if necessary. 


Note 9: Gains (Losses) on Equity Investments, Net 


Gains (losses) on equity investments, net for the three years ended December 29, 2007 were as follows: 


(In Millions) 2007 2006 2005 
Impairment charges 0.064 644 prera biceps bE eee bead da ed Goede dad aede $ (120) $ (79) $ (208) 
GAS Oi SES: ps a bee eee de he O Bd Mind E eee eld We ks Ra 214 153 101 
Other NE ii A Boe Bo Sear ee AG TS EG Bie a ad eee SFR Deh es 63 140 62 
Total gains (losses) on equity investments, net............0.00 00000 cece eee $ 157 $ 214 $ (45) 


During 2007, we received approximately $110 million of dividend income from one of our investments, included in the table above under 
“other, net.” Also included in this category are our equity method losses, primarily from our investment in Clearwire. 


During 2006, the gains on sales of equity investments included the gain of $103 million on the sale of a portion of our investment in 
Micron, which was sold for $275 million. During 2005, the impairment charges of $208 million included a $105 million impairment charge 
on our investment in Micron. 
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Note 10: Interest and Other, Net 


The components of interest and other, net were as follows: 


(In Millions) 2007 2006 2005 

Interest INCOMES 2 40.5 Ads a ee Rien ban Sod Ha phe HAS RAN pee ae EA GS SASS $ 804 $ 636 $ 577 
Interest: expense oradaca at be Re eine eR ORs wg Oe ee aes (15) (24) (19) 
OMEC TEN ra de cg a wa eed UE ee ease ae. whe ea ito pia 4 590 7 
Total interest and other, Met............o.o..oo.oooooooooooror ete een eens $ 793 $1,202 $ 565 


During 2006, we realized gains of $612 million for three completed divestitures, included within “other, net” in the table above. See 
“Note 13: Divestitures” for further discussion. 


Note 11: Comprehensive Income 


The components of total comprehensive income were as follows: 


(In Millions) 2007 2006 2005 

INGE INCOME: e 255% Shs te th DS e a A eee, ie eee anes $ 6,976 $ 5,044 $ 8,664 
Other comprehensive income (lOSS) .. 0.0... ee eee eee eee 318 26 (25) 
Total comprehensive income o... $ 7,294 $ 5,070 $ 8,639 


The components of other comprehensive income (loss) and related tax effects were as follows: 


2007 2006 2005 
Before Net of Before Net of Before Net of 

(In Millions) Tax Tax Tax Tax Tax Tax Tax Tax Tax 
Change in unrealized holding gain on 

investments o. $ 420 $(155) $ 265 $ 94 $ (33) $ 61 $ 161 $ (60) $ 101 
Less: adjustment for gain on 

investments included in net income. . (85) 31 (54) (75) 27 (48) (60) 22 (38) 
Change in unrealized holding gain or 

loss on derivatives ............. 80 (21) 59 59 (22) 37 (67) 25 (42) 
Less: adjustment for amortization of 

gain or loss on derivatives included 

in net income..............00. (55) 16 (39) 9 (3) 6 (60) 22 (38) 
Change in prior service costs........ 4 (1) 3 
Change in actuarial loss ........... 106 (22) 84 
Minimum pension liability ......... (36) 6 (30) (13) 5 (8) 
Total other comprehensive income 

A tod Bs oes Bese g $ 470 (152) $ 318 $ 51 $ (25) $ 26 $ (39) $ 14 $ (25) 
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The components of accumulated other comprehensive income (loss), net of tax, were as follows: 


(In Millions) 2007 2006 

Accumulated net unrealized holding gain on available-for-sale investments.............0.0 0000 eee $ 324 $ 113 
Accumulated net unrealized holding gain on derivatives... 2... . ee eee 100 80 
Accumulated net prior service COStS. ss sediar eee eee ee nae (13) (16) 
Accumulated net actuarial losses... a a ene aa a eens (148) (232) 
Accumulated transition obligation... 0... enn eee e (2) (2) 
Total accumulated other comprehensive income (loss) ............0.000 cece tee eee eee $ 261 $ (57) 


In the table above, accumulated net unrealized holding gain on available-for-sale investments included $364 million as of December 29, 
2007 related to our investment in VMware, net of tax of $212 million. 


For 2007, we reclassified $39 million of net deferred holding gains on derivatives from accumulated other comprehensive income (loss) to 
cost of sales and operating expenses related to our non-U.S.-currency capital purchase and operating cost hedging programs (losses of 

$6 million in 2006 and gains of $38 million in 2005). We estimate that we will reclassify less than $45 million of net derivative gains 
included in other accumulated comprehensive income (loss) into earnings within the next 12 months. For all periods presented, the portion 
of hedging instruments” gains or losses excluded from the assessment of effectiveness and the ineffective portions of hedges had an 
insignificant impact on earnings for cash flow hedges. Additionally, for all periods presented, there was no significant impact on results of 
operations from discontinued cash flow hedges as a result of forecasted transactions that did not occur. 


The estimated net prior service cost, actuarial loss, and transition obligation for the defined benefit plan that will be amortized from 
accumulated other comprehensive income (loss) into net periodic benefit cost during fiscal year 2008 are $4 million, $9 million, and zero, 
respectively. 


We recorded the adjustment for initially applying SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other 
Postretirement Plans—an amendment of FASB Statements No. 87, 88, 106, and 132(R)” (SFAS No. 158) in 2006, net of tax, to 
accumulated other comprehensive income (loss) for $210 million as of December 30, 2006. See “Note 18: Retirement Benefit Plans.” 


Note 12: Acquisitions 


Consideration for acquisitions that qualify as business combinations includes the cash paid and the value of any options assumed, less any 
cash acquired, and excludes contingent employee compensation payable in cash and any debt assumed. During 2007, we completed one 
acquisition qualifying as a business combination in exchange for aggregate net cash consideration of $76 million, plus certain liabilities. We 
allocated a substantial majority of this consideration to goodwill. The acquired business and related goodwill was recorded within the all 
other category for segment reporting purposes. During 2006, we did not complete any acquisitions qualifying as business combinations. 
During 2005, we completed three acquisitions qualifying as business combinations in exchange for aggregate net cash consideration of 
$177 million, plus certain liabilities. We allocated most of this consideration to goodwill. The acquired businesses and related goodwill 
were recorded within the all other category for segment reporting purposes. 


Note 13: Divestitures 


In September 2006, we completed the divestiture of our media and signaling business and associated assets that were included in the Digital 
Enterprise Group operating segment. We received $75 million in cash consideration. Approximately 375 employees of our media and 
signaling business became employees of the acquiring company. As a result of this divestiture, we recorded a reduction of goodwill for 

$4 million. Additionally, we recorded a net gain of $52 million within interest and other, net. 
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In September 2006, we completed the divestiture of certain product lines and associated assets of our optical networking components 
business that were included in the Digital Enterprise Group operating segment. Consideration for the divestiture was $115 million, including 
$86 million in cash, and shares of the acquiring company with an estimated value of $29 million. Approximately 55 employees of our 
optical networking components business became employees of the acquiring company. As a result of this divestiture, we recorded a 
reduction of goodwill of $6 million. Additionally, we recorded a net gain of $77 million within interest and other, net. 


In November 2006, we completed the divestiture of certain assets of our communications and application processor business to Marvell 
Technology Group, Ltd. for a cash purchase price of $600 million, plus the assumption of certain liabilities. We included the operating 
results associated with the divested assets of our communications and application processor business in the Mobility Group operating 
segment. Intel and Marvell also entered into an agreement whereby we provided certain manufacturing and transition services to Marvell. 
Approximately 1,300 employees of our communications and application processor business, involved in a variety of functions including 
engineering, product testing and validation, operations, and marketing, became employees of Marvell. As a result of this divestiture, we 
recorded a reduction of goodwill of $2 million. Additionally, we recorded a net gain of $483 million within interest and other, net. 


In May 2007, we announced that we entered into an agreement to form a private, independent semiconductor company with 
STMicroelectronics N.V. and Francisco Partners L.P. The new company, named Numonyx, is expected to supply flash memory solutions for 
wireless communications, consumer devices, and other applications. We expect to exchange certain NOR flash memory assets and certain 
assets associated with our phase change memory initiatives with Numonyx for a 45.1% ownership interest. STMicroelectronics is expected 
to sell certain assets and obtain a 48.6% ownership interest. Francisco Partners is expected to contribute $150 million for a 6.3% ownership 
interest. We expect to enter into supply and transition service agreements to provide products, services, and support to Numonyx following 
the close of the transaction. 


As of December 29, 2007, approximately $690 million of NOR flash memory assets were classified as held for sale within other current 
assets. The disposal group consisted primarily of property, plant and equipment and inventory. We ceased recording depreciation on 
property, plant and equipment that we classified as held for sale beginning in the second quarter of 2007. In the fourth quarter of 2007, we 
recorded asset impairment charges of $85 million related to assets expected to be exchanged in this divestiture. See “Note 16: Restructuring 
and Asset Impairment Charges” for additional information. 


Subject to satisfaction of the closing conditions, we expect the transaction to close by the end of the first quarter of 2008. Should the 
transaction not close, we could incur additional costs such as recapture of the suspended depreciation. 


Note 14: Identified Intangible Assets 


We classify identified intangible assets within other long-term assets. Identified intangible assets consisted of the following as of 
December 29, 2007: 


Accumulated 
(In Millions) Gross Assets Amortization Net 
Intellectual property assets 2.6... ania e aea i $ 1,158 $ (438) $ 720 
Acquisition-related developed technology ........oooooooooo omo ooo.oo.. 19 (3) 16 
Other intangible:assets our a ad Ag ec 360 (136) 224 
Total identified intangible assets ...............o.oooooooommo eee $ 1,537 $ (577) $ 960 


During 2007, we acquired intellectual property assets for $170 million with a weighted average life of 11 years. The majority of the 
intellectual property assets acquired represent the fair value of assets capitalized as a result of a settlement agreement with Transmeta 
Corporation. Pursuant to the agreement, we agreed to pay Transmeta a total of $250 million in exchange for a technology license and other 
consideration (see “Note 21: Contingencies”). The present value of the settlement was $236 million, of which $113 million was charged to 
cost of sales. The charge to cost of sales related to the portion of the license attributable to certain product sales through the third quarter of 
2007. The remaining $123 million represented the value of the intellectual property assets capitalized and is being amortized to cost of sales 
over the assets remaining useful lives. 
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During 2007, we acquired acquisition-related developed technology for $15 million with a weighted average life of four years, and recorded 
other intangible assets of $40 million with a weighted average life of four years. 


Identified intangible assets consisted of the following as of December 30, 2006: 


Accumulated 
(In Millions) Gross Assets Amortization Net 
Intellectual property assets cu seuri teeta $ 1,143 $ (434) $ 709 
Acquisition-related developed technology ........ooooooooooomoooo.o... 4 (2) 2 
Other mntangible:assets: soos seule aca dap wee gp ed wie wd a tela wis hee Seb 349 (73) 276 
Total identified intangible assets ..............o.oooooooooooom.ooo... $ 1,496 $ (509) $ 987 


During 2006, we acquired intellectual property assets for $293 million with a weighted average life of seven years. Additionally, during 
2006, there were $300 million in additions to other intangible assets with a weighted average life of four years. 


All of our identified intangible assets are subject to amortization. We recorded the amortization of identified intangible assets on the 
consolidated statements of income as follows: intellectual property assets generally in cost of sales, acquisition-related developed 
technology in amortization of acquisition-related intangibles and costs, and other intangible assets as either a reduction of revenue or 
amortization of acquisition-related intangibles and costs. The amortization expense for the three years ended December 29, 2007 were as 
follows: 


(In Millions) 2007 2006 2005 

Intellectual property assets oami io A oe bee dee Pa eee ee $ 159 $178 $123 
Acquisition-related developed technology... 1.1.0... cece ce eee eens $ 1 $ 20 $ 86 
Other intangible: ASS cis rr A ES A A A $ 92 $ 59 $ 32 


Based on identified intangible assets recorded at December 29, 2007, and assuming that the underlying assets are not impaired in the future, 
we expect amortization expense for each period to be as follows: 


(In Millions) 2008 2009 2010 2011 2012 

Intellectual property assets .....o.oooooooooocooococnc eee $ 161 $133 $122 $ 71 $ 60 
Acquisition-related developed technology .......oooooooooooooooooo o... $ 5 $ 4 $ 4 $ 3 $ — 
Other intangible assets... 2... ee eee $ 9% $118 $ 10 $ — $ — 


Note 15: Good will 


Goodwill activity attributed to reportable operating segments for the years ended December 29, 2007 and December 30, 2006 was as 
follows: 


Digital 
Enterprise Mobility 
(In Millions) Group Group All Other Total 
December 31, 2005 .............o.oooooccoococoooc eee ae $ 3,400 $ 250 $ 223 $ 3,873 
DIVEST ES ld PRA aa te sah EA wonton R (10) (2) — (12) 
December 30,2006: 00000 A 3,390 248 223 3,861 
Addition; pi a ei 8 — — 60 60 
Oer e eek ao E E Oe oe es (5) = = (5) 
December 29, 2007 .cic08cees rar $ 3,385 $ 248 $ 283 $ 3,916 
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During 2007, we completed one acquisition that resulted in goodwill of $60 million. See “Note 12: Acquisitions” for further discussion. 
During 2006, we completed three divestitures that resulted in a reduction of $12 million in goodwill. See “Note 13: Divestitures” for further 
discussion. 


We concluded that goodwill was not impaired during 2007, 2006, and 2005. 

Note 16: Restructuring and Asset Impairment Charges 

In the third quarter of 2006, management approved several actions that were recommended by our structure and efficiency task force as part 
of a restructuring plan designed to improve operational efficiency and financial results. Some of these activities involve cost savings or 
other actions that do not result in restructuring charges, such as better utilization of assets, reduced spending, and organizational 
efficiencies. The efficiency program includes headcount targets for various groups within the company, and these targets are being met 


through ongoing employee attrition and terminations. In addition, business divestitures further reduce our headcount. 


Restructuring and asset impairment charges for the three years ended December 29, 2007 were as follows: 


(In Millions) 2007 2006 2005 

Employee severance and benefit arrangements ......... 0.0... cece eee tee eee $ 289 $ 238 $ — 
ASSCLIMpaltMents: oi iaa e a aah Mob RAG A wa Te ee aes 227 317 — 
Total restructuring and asset impairment charges............ 0.00.0. cece eee eee $ 516 $ 555 $ — 


During 2006, we completed the divestiture of three businesses concurrently with the ongoing execution of the efficiency program. See 
“Note 13: Divestitures” for further discussion. In connection with the divestiture of certain assets of our communications and application 
processor business, we recorded impairment charges of $103 million related to the write-down of manufacturing tools to their fair value, 
less the cost to dispose of the assets. We determined the fair value using a market-based valuation technique. In addition, as a result of both 
this divestiture and a subsequent assessment of our worldwide manufacturing capacity operations, we placed for sale the fabrication facility 
in Colorado Springs, Colorado. This plan resulted in an impairment charge of $214 million to write down to fair value the land, building, 
and equipment asset grouping that has been principally used to support our communications and application processor business. We 
determined the fair market value of the asset grouping using an average of the results from using the cost approach and market approach 
valuation techniques. 


During 2007, we incurred an additional $54 million in asset impairment charges as a result of softer than anticipated market conditions 
related to the Colorado Springs facility. Also, we recorded land and building write-downs related to certain facilities in Santa Clara, 
California. In addition, during the fourth quarter we incurred $85 million in asset impairment charges related to the anticipated divestiture 
of our NOR flash memory business. The impairment charges were determined using the revised fair value, less selling costs, that we 
expected to receive upon completion of the divestiture. See “Note 13: Divestitures” for further information on this divestiture, which is 
expected to be completed during the first quarter of 2008. 
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The following table summarizes the restructuring and asset impairment activity for 2006 and 2007: 


Employee Severance 


(In Millions) and Benefits Asset Impairments Total 
Accrued restructuring balance as of December 31, 2005 .. $ — $ — $ — 
Additional accruals ..... naana anaa 238 317 555 
ACUSHMENISS soria td a aaa we ae de ee — — — 
Cash payments iii ra n eia i (190) — (190) 
Non-cash settlements... . 0.0... raran reae ees — (317) (317) 
Accrued restructuring balance as of December 30, 2006 .. $ 48 $ — $ 48 
Additional accruals csere rok ii ae a 299 227 526 
ACjUSIMENIS + eii heed Pa ee eee ed ES ES (10) — (10) 
Cash payments Veco ge Sata ed weasels o (210) — (210) 
Non-cash settlementS...........o.o.o.oooooooo.oooooo.. — (227) (227) 
Accrued restructuring balance as of December 29, 2007 .. $ 127 $ — $ 127 


We recorded the additional accruals, net of adjustments, as restructuring and asset impairment charges on the consolidated statements of 
income. The remaining accrual as of December 29, 2007 was related to severance benefits that we recorded as a current liability within 
accrued compensation and benefits. 


From the third quarter of 2006 through the fourth quarter of 2007, we incurred a total of $1.1 billion in restructuring and asset impairment 
charges related to this plan. These charges include a total of $527 million related to employee severance and benefit arrangements due to 
the termination of approximately 9,900 employees, and $544 million in asset impairment charges. We may incur additional restructuring 
charges in the future for employee severance and benefit arrangements, and facility-related or other exit activities. 


Note 17: Taxes 


Income before taxes and the provision for taxes consisted of the following: 


(Dollars in Millions) 2007 2006 2005 
Income before taxes: 
MES axe ae, ances ys pa sk et ee eee a AS Ace Soh ae Hea ee $ 6520 $ 4,532 $ 10,397 
NOM WSs rta a tanto rd etek a an Seg Bites, bi 2,646 2,536 2,213 
Total income before taxes... 0.00... eet es $ 9,166 $ 7,068 $ 12,610 
Provision for taxes: 
Current: 
NN $ 1,865 $ 1,997 $ 3,546 
SA. ra ra 111 15 289 
NOMUS a a ae Saute S Wes 445 337 524 
2,421 2,349 4,359 
Deferred: 
A csen aston: son ad ayia a E ak asa utah E de paced E ta, Sed oe ee (140) (305) (360) 
Other hhc Src es S (91) (20) (53) 
(231) (325) (413) 
Total provision for taxes... 0.0... cette eens $ 2,199 $ 2,024 $ 3,946 
Effective tax Tate %.< 62 icticcna saw deen eons Bae eke de cad Mee ae ees mele ees 23.9% 28.6% 31.3% 
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The difference between the tax provision at the statutory federal income tax rate and the tax provision as a percentage of income before 


income taxes was as follows: 


2007 2006 2005 
35.0% 35.0% 35.0% 


(In Percentages) 


Statutory federal income tax rate... eee 
Increase (reduction) in rate resulting from: 


State taxes, net of federal benefits... drsr it reddeden aie ee e ee ees 0.6 0.8 1.3 
Non-U.S. income taxed at different rates... 2.0... eee (4.7) (4.3) (2.0) 
Settlements s sy perrera eb cae He a Pe TERS Ee ee Sa E (5.3) — — 
Research and development tax credits... 6... ee a nee (1.3) (0.8) (0.5) 
Domestic manufacturing deduction benefit... 2.0.0.0... 00. eee eee (1.1) (0.9) (0.8) 
Export»salés: benefit oi cists ck HE eh etn ee AeA A — (2.1) (2.8) 
Repatriation of prior years’ permanently reinvested earnings .................0.4. — — 1.8 
Share-based compensation. sios sa erui asse naa i EA EA E O ene 0.3 0.7 — 
URE REA peaa a ach th deeded e e a e RE E Ei 0.4 0.2 (0.7) 


23.9% 28.6 % 31.3% 


During 2007, the tax benefit that we realized for the tax deduction from option exercises and other awards totaled $265 million 
($139 million in 2006 and $351 million in 2005). 


The American Jobs Creation Act of 2004 (the Jobs Act) created a temporary incentive for U.S. corporations to repatriate accumulated 
income earned abroad by providing an 85% dividends-received deduction for certain dividends from controlled non-U.S. corporations. 
During 2005, our Chief Executive Officer and Board of Directors approved a domestic reinvestment plan under which we repatriated 

$6.2 billion in earnings outside the U.S. pursuant to the Jobs Act. We recorded additional tax expense in 2005 of approximately $265 million 


related to this decision to repatriate non-U.S. earnings. 
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Deferred income taxes reflect the net tax effects of temporary differences between the carrying amount of assets and liabilities for financial 
reporting purposes and the amounts for income tax purposes. Significant components of our deferred tax assets and liabilities at fiscal 
year-ends were as follows: 


(in Millions) 2007 2006 
Deferred tax assets 
Accrued compensation and other benefits... 0... eee ete eee $ 438 $ 284 
Accrued advertising. s erennere ar a Ri ASR RNS ahd aoe a Law Bes 29 — 
Deferred incomes. csaa a a a da A A FE EE ee EA 222 217 
Shate-based compensation eeue s raga daia a aa aw R iw. Saad E A des ad S aa eels ad 542 385 
Inventory Val. s ece eaa dda oe aa Gee de a aE a ee dae ei eS 315 268 
Impairment losses on equity investments .... 0... a aKa EAEN E EE A 116 89 
State credits and net operating losses... 6... cent eee 133 115 
Intercompany profitin o oo. ae eee eG eee ale ee ee ee ee ees 123 133 
Unremitted earnings of non-U.S. subsidiaries... 0... 0. eee 32 54 
OME Tet serie casted ate tose tel do ah We AE Mas ee ae Tad ak iaa DN 331 272 
2,281 1,817 
Valuation allowance: ......0..oom Rea Oe a Ee eee Ow ba eR aes (133) (87) 
Total deferred tax assets 2.0.0.0... eee eee nee nt eens $ 2,148 $ 1,730 
Deferred tax liabilities 
Depreciation and amortization»... 1... ooo. $ (759) $ (530) 
Accrued AdVERISING ss iaa Starved Dae Meee aS Pe ha ae Rae eae Pew healed Aa dt es — (66) 
Unrealized gains on INVEStMENİS ; ssni iira sienna aiaa ene nee eens (227) (149) 
A og Be aS Bd ace Sanaa A ee Rte E coh AG ws Re ah OR (106) (111) 
Total deferred tax liabilities... 0... eee eee ee nes $ (1,092) $ (856) 
Net deferred tax assets... 0.0... ee eee een eee tenes $ 1,056 $ 874 
Reported as: 
Current deferred Tax ds ici a A td o a a DN be $ 1,186 $ 997 
Current deferred tax liabilities! ti a abe acd A As ia — (8) 
Non-current deferred tax assets”... ccc eee ee eee eee eeeeees 281 150 
Non-current deferred tax liabilities 2... 0... eee eee eens (411) (265) 
Net:deferred taxes) aci a ew Ped TA OER aR OEE ERA BAAD GOS $ 1,056 $ 874 


1 Included within other accrued liabilities on the consolidated balance sheets. 


? Included within other long-term assets on the consolidated balance sheets. 


We had state tax credits of $155 million at December 29, 2007 that will expire between 2009 and 2020. The net deferred tax asset valuation 
allowance was $133 million at December 29, 2007 compared to $87 million at December 30, 2006. The valuation allowance is based on our 
assessment that it is more likely than not that certain deferred tax assets will not be realized in the foreseeable future. The valuation 
allowance is composed of unrealized state capital loss carry forwards and unrealized state credit carry forwards of $91 million, and 
operating loss of non-U.S. subsidiaries of $42 million. 


As of December 29, 2007, U.S. income taxes were not provided for on a cumulative total of approximately $6.3 billion of undistributed 
earnings for certain non-U.S. subsidiaries. Determination of the amount of unrecognized deferred tax liability for temporary differences 
related to investments in these non-U.S. subsidiaries that are essentially permanent in duration is not practicable. We currently intend to 
reinvest those earnings in operations outside the U.S. 
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Effective at the beginning of the first quarter of 2007, we adopted the provisions of FIN 48. As a result of the implementation of FIN 48, 
we reduced the liability for net unrecognized tax benefits by $181 million, and accounted for the reduction as a cumulative effect of a 
change in accounting principle that resulted in an increase to retained earnings of $181 million. 


We have historically classified unrecognized tax benefits in current taxes payable. As a result of adoption of FIN 48, we reclassified 
unrecognized tax benefits to long-term income taxes payable. Long-term income taxes payable include uncertain tax positions, reduced by 
the associated federal deduction for state taxes and non-U.S. tax credits, and may also include other long-term tax liabilities that are not 
uncertain but have not yet been paid. 


The aggregate changes in the balance of gross unrecognized tax benefits were as follows: 


(In Millions) 

Beginning balance as of December 31, 2006 (date of adoption) ................ 0.0.00: $ 1,896 

Settlements and effective settlements with tax authorities and related remeasurements ...............000000 00s (1,243) 
Lapse of statute of limitations... .4 0.6. 0d gcc ce ttii eee a e Chee ew ES — 

Increases in balances related to tax positions taken during prior periods ............ 0.0.00. ee eee eee 106 

Decreases in balances related to tax positions taken during prior periods... .. 0.0... 0.0.0.0. eee eee eee (26) 
Increases in balances related to tax positions taken during current period ....... 0.0... 0.00... e eee eee 61 

December 29; 2007 z re a A A a eh AGS $ 79 


During 2007, the U.S. Internal Revenue Service (IRS) closed its examination of our tax returns for the years 1999 through 2002, resolving 
the issues related to the tax benefits for export sales as well as a number of other issues. Additionally, we reached a settlement with the IRS 
for years 2003 through 2005 with respect to the tax benefits for export sales. In connection with the $739 million settlement with the IRS, 
we reversed long-term income taxes payable, which resulted in a $276 million tax benefit in 2007. 


Also during 2007, we effectively settled with the IRS on several other matters related to the audit for the 2003 and 2004 tax years, despite 
the fact that the IRS audit for these years remains open. The result of effectively settling these positions and the process of re-evaluating, 
based on all available information and certain required remeasurements, was a reduction of $389 million in the balance of our gross 
unrecognized tax benefits, $155 million of which resulted in a tax benefit in 2007. 


If the remaining balance of $794 million of unrecognized tax benefits at December 29, 2007 were realized in a future period, it would result 
in a tax benefit of $754 million and a reduction of the effective tax rate. 


During all years presented, we recognized interest and penalties related to unrecognized tax benefits within the provision for taxes on the 
consolidated statements of income. Therefore, no change was necessary upon adoption of FIN 48. In 2007, we recognized a net benefit of 
$142 million, primarily due to the reversal of accrued interest and penalties related to the settlement activity described above. As of 
December 29, 2007, we had $115 million, and as of the date of adoption we had $257 million, of accrued interest and penalties related to 
unrecognized tax benefits. 


Although the timing of the resolution and/or closure on audits is highly uncertain, it is reasonably possible that the balance of gross 
unrecognized tax benefits could significantly change in the next 12 months. However, given the number of years remaining subject to 
examination and the number of matters being examined, we are unable to estimate the range of possible adjustments to the balance of gross 
unrecognized tax benefits. 


We file U.S. federal, U.S. state, and non-U.S. tax returns. For U.S. state and non-U.S. tax returns, we are generally no longer subject to tax 
examinations for years prior to 1996. For U.S. federal tax returns, we are no longer subject to tax examination for years prior to 2003. 
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Note 18: Retirement Benefit Plans 
Profit Sharing Plans 


We provide tax-qualified profit sharing retirement plans for the benefit of eligible employees, former employees, and retirees in the U.S. 
and certain other countries. The plans are designed to provide employees with an accumulation of funds for retirement on a tax-deferred 
basis and provide for annual discretionary employer contributions. Our Chief Executive Officer determines the amounts to be contributed to 
the U.S. Profit Sharing Plan under delegation of authority from our Board of Directors, pursuant to the terms of the Profit Sharing Plan. As 
of December 29, 2007, 80% of our U.S. Profit Sharing Fund was invested in equities and 20% was invested in fixed-income instruments. 
All assets are managed by external investment managers. 


For the benefit of eligible U.S. employees, we also provide a non-tax-qualified supplemental deferred compensation plan for certain highly 
compensated employees. This plan is designed to permit certain discretionary employer contributions and to permit employee deferral of a 
portion of salaries in excess of certain tax limits and deferral of bonuses. This plan is unfunded. 


We expensed $302 million for the qualified and non-qualified U.S. profit sharing retirement plans in 2007 ($313 million in 2006 and 
$355 million in 2005). In the first quarter of 2008, we funded $296 million for the 2007 contribution to the U.S. qualified Profit Sharing 
Plan and $9 million for the supplemental deferred compensation plan for certain highly compensated employees. 


Contributions that we make to the U.S. Profit Sharing Plan on behalf of our employees vest based on the employee’s years of service. As of 
December 29, 2007, employees vested after three years of service in 20% annual increments until the employee was 100% vested after 
seven years, or earlier if the employee reached age 60. We amended the U.S. Profit Sharing Plan vesting schedule to comply with the 
Pension Protection Act of 2006 (PPA), which requires employers to fully vest employees after six years of service. As a result, as of the 
beginning of 2008, vesting occurs after two years of service in 20% annual increments until the employee is 100% vested after six years, or 
earlier if the employee reaches age 60. We also implemented this change in the U.S. defined-benefit plan. 


Pension and Postretirement Benefit Plans 


Effective at the end of fiscal year 2006, we adopted the provisions of SFAS No. 158. SFAS No. 158 requires that the funded status of 
defined-benefit postretirement plans be recognized on our consolidated balance sheets, and that changes in the funded status be reflected in 
other comprehensive income. SFAS No. 158 also requires that the measurement date of the plan’s funded status be the same as our fiscal 
year-end. Prior to adopting the provisions of SFAS No. 158, the measurement date for all non-U.S. plans was our fiscal year-end, and the 
measurement date for the U.S. plan was November. Therefore, the change in measurement date had an insignificant impact on the projected 
benefit obligation and accumulated other comprehensive income (loss). Upon adoption of SFAS No. 158 in 2006, we recorded an 
adjustment, net of tax, of $210 million to accumulated other comprehensive income (loss). 


U.S. Pension Benefits. We provide a tax-qualified defined-benefit pension plan for the benefit of eligible employees and retirees in the U.S. 
The plan provides for a minimum pension benefit that is determined by a participant’s years of service and final average compensation 
(taking into account the participant’s social security wage base), reduced by the participant’s balance in the U.S. Profit Sharing Plan. If the 
pension benefit exceeds the participant’s balance in the U.S. Profit Sharing Plan, the participant will receive a combination of pension and 
profit sharing amounts equal to the pension benefit. However, the participant will receive only the benefit from the Profit Sharing Plan if 
that benefit is greater than the value of the pension benefit. If we do not continue to contribute to, or significantly reduce contributions to, 
the U.S. Profit Sharing Plan, the U.S. defined-benefit plan projected benefit obligation could increase significantly. In 2007, we amended 
the U.S. Defined Benefit Plan lump sum conversion rates, mortality tables, and minimum funding targets to comply with the PPA. 


Non-U.S. Pension Benefits. We also provide defined-benefit pension plans in certain other countries. Consistent with the requirements of 
local law, we deposit funds for certain plans with insurance companies, third-party trustees, or into government-managed accounts, and/or 
accrue for the unfunded portion of the obligation. The assumptions used in calculating the obligation for the non-U.S. plans depend on the 
local economic environment. 
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Postretirement Medical Benefits. Upon retirement, eligible U.S. employees are credited with a defined dollar amount based on years of 
service. These credits can be used to pay all or a portion of the cost to purchase coverage in an Intel-sponsored medical plan. If the 
available credits are not sufficient to pay the entire cost of the coverage, the remaining cost is the responsibility of the retiree. 


Funding Policy. Our practice is to fund the various pension plans in amounts sufficient to meet the minimum requirements of U.S. federal 
laws and regulations or applicable local laws and regulations. Additional funding may be provided as deemed appropriate. The assets of the 
various plans are invested in corporate equities, corporate debt instruments, government securities, and other institutional arrangements. The 
portfolio of each plan depends on plan design and applicable local laws. Depending on the design of the plan, local customs, and market 
circumstances, the liabilities of a plan may exceed qualified plan assets. We accrue for all such liabilities. 


Benefit Obligation and Plan Assets 


The changes in the benefit obligations and plan assets for the plans described above were as follows: 


U.S. Pension Non-U.S. Pension Postretirement 

Benefits Benefits Medical Benefits 
(In Millions) 2007 2006 2007 2006 2007 2006 
Change in projected benefit obligation: 
Beginning benefit obligation... sss 0... eee eee $345 $317 $686 $473 $204 $193 
SEVICE COST «0.5.44 ae Sek a ade ene oe ES ek Ce eee es 18 4 70 50 12 12 
Interest COS oras fs aC att, add hb aa Bide ee ee ene eee 17 13 37 27 11 10 
Plan participants’ contributions. ......... 0.0.00... 00002 — — 10 9 3 3 
Actuarial (gain) Os rs are as ath ok taa Cale (31) 13 (59) 115 (11) (8) 
Currency exchange rate changes ............. 0000000000005 — — 77 43 — — 
Plaj amendments ic a (25) 
Benefits paid to plan participants .... 0... . eee ee (33) (2) (27) (31) (6) (6) 
Ending projected benefit obligation ...................... $ 291 345 $794 $686 $213 204 

US. Pension Non-U.S. Pension Postretirement 

Benefits Benefits Medical Benefits 
(In Millions) 2007 2006 2007 2006 2007 2006 
Change in plan assets: 
Beginning fair value of plan assets ..... 0.0.0.0... ee eee eee $ 245 $226 $447 $340 $ 1 $ 2 
Actual return On plan assets 2... 2... ee ooo... 15 12 20 4] (1) (1) 
Employer contributions... 0... 0... eee eee eee — 9 52 60 4 3 
Plan participants’ contributions . . s.s nasosu aaaeeeaa — — 10 9 3 3 
Currency exchange rate changes ......o.o.ooo.ooooooooooo.oo.o.. — — 49 28 — — 
Benefits paid to participants ..... nosena ee eee (33) (2) (30) (31) (6) (6) 
Ending fair value of plan assets ...........ooo..o.o.ooooo.o.. $227 $245 $548 $47 $ 1 $ 1 


The following table summarizes the amounts recognized on the consolidated balance sheet as of December 29, 2007: 


U.S. Pension Non-U.S. Pension Postretirement 
(In Millions) Benefits Benefits Medical Benefits 
Other long-term assets yene ach gid ws pa eed na REA $ — $ 53 $ — 
Accrued compensation and benefits ..... onunu aaau — (6) (10) 
Other long-term liabilitiéS eas ee eneninda pea e a iie eee (64) (293) (202) 
Accumulated other comprehensive loss... onnon nanana 49 146 15 
Net amount recognized... ... nnno nna $ (15) $ (100) $ (197) 
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The following table summarizes the amounts recorded to accumulated other comprehensive income (loss) before taxes, as of December 29, 
2007: 


U.S. Pension Non-U.S. Pension Postretirement 
(In Millions) Benefits Benefits Medical Benefits 
Net prior service cost... n.. eet eee $ — $ — $ (21) 
Net actuarial gain (loss)... 1... eee eee (49) (144) 6 
Reclassification adjustment of transition obligation ............... — (2) — 
Defined benefit plans, net........... 20.000. 0 cece eee $ (49) $ (146) $ (15) 


The following table summarizes the amounts recognized on the consolidated balance sheet as of December 30, 2006: 


U.S. Pension Non-U.S. Pension Postretirement 
(In Millions) Benefits Benefits Medical Benefits 
Other long-term assets... 1... eee eee $ — $ 44 $ — 
Accrued compensation and benefits... 2... 0.0... eee ee eee — (6) (9) 
Other long-term liabilities... .. o.. nanunua (100) (277) (194) 
Accumulated other comprehensive l0SS.......o.o..ooo.ooooooo oo... 91 208 21 
Net amount recognized... 2.0.0.0... 0000 cece ee eee $ (9) $ (31) $ (182) 


Included in the aggregate data in the tables below are the amounts applicable to our pension plans with accumulated benefit obligations in 
excess of plan assets, as well as plans with projected benefit obligations in excess of plan assets. Amounts related to such plans were as 
follows: 


US. Pension Non-U.S. Pension 
Benefits Benefits 
(In Millions) 2007 2006 2007 2006 
Plans with accumulated benefit obligations in excess of plan assets: 
Accumulated benefit obligations... 2.0... eects $ — $— $155 $ 330 
Plastic rada io a dida ia $= $ — $ 31 $211 
Plans with projected benefit obligations in excess of plan assets: 
Projected. benefit obligations como cs e war ach bites guard pled ec ape $ 291 $ 345 $ 573 $ 494 
Plan ASSCt dai doh dard Gite dy Oo ada ieee ob om dhe ak $ 227 $ 245 $ 274 $ 211 
Assumptions 


Weighted-average actuarial assumptions used to determine benefit obligations for the plans were as follows: 


U.S. Pension Non-U.S. Pension Postretirement 
Benefits Benefits Medical Benefits 
2007 2006 2007 2006 2007 2006 
Discount TALC ss sarok sects. te Gabe ta ees 5.6% 5.5% 5.5% 5.3% 5.6% 5.5% 
Rate of compensation increase .......... 0.0.0.0 eee eee 5.0% 5.0% 4.5% 4.6% — — 


For the postretirement medical benefit plan, an increase in the assumed healthcare cost trend rate of one percentage point each year would 
not have a significant impact on the benefit obligation because the plan provides defined credits that the retiree can use to pay all or a 
portion of the cost to purchase medical coverage. 
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Weighted-average actuarial assumptions used to determine costs for the plans were as follows: 


U.S. Pension Non-U.S. Pension Postretirement 
Benefits Benefits Medical Benefits 
2007 2006 2007 2006 2007 2006 
Discount rate iii Ob Biv Saeed wis eked de ds ad 5.5% 5.4% 5.2% 5.4% 5.5% 5.6% 
Expected return on plan assets... 0... 22... eee ee 5.6% 5.6% 6.2% 6.0% — — 
Rate of compensation increase ...... suauu unran 5.0% 5.0% 4.5% 4.2% — — 


For the U.S. plan, we developed the discount rate by calculating the benefit payment streams by year to determine when benefit payments 
will be due. We then matched the benefit payment streams by year to U.S. Treasury zero coupon strips to match the timing and amount of 
the expected benefit payments. We adjusted the zero coupon rate by a historical credit risk spread, and discounted it back to the 
measurement date to determine the appropriate discount rate. For the non-U.S. plans, we developed the discount rate by analyzing long-term 
bond rates and matching the bond maturity with the average duration of the pension liabilities. We consider several factors in developing 
the asset return assumptions for the U.S. and non-U.S. plans. We analyzed rates of return relevant to the country where each plan is in 
effect and the investments applicable to the plan, expectations of future returns, local actuarial projections, and the projected rates of return 
from investment managers. The expected long-term rate of return shown for the non-U.S. plan assets is weighted to reflect each country’s 
relative portion of the non-U.S. plan assets. 


Net Periodic Benefit Cost 


The net periodic benefit cost for the plans included the following components: 


Non-U.S. Pension Postretirement 

U.S. Pension Benefits Benefits Medical Benefits 
(In Millions) 2007 2006 2005 2007 2006 2005 2007 2006 2005 
Service COSl esini naeh $ 18 4 $ 4 $ 70 $ 51 $ 31 6 $ 11 
Interest COSt.......o.o.o.o.ooo oo... 17 13 2 37 27 18 11 10 
Expected return on plan assets ..... (10) (12) (3) (29) (15) (18) 
Amortization of prior service cost. . . (25) — — 1 — — 4 4 4 
Recognized net actuarial loss...... 7 — — 11 
Net periodic benefit cost ........ $ 7 5 3 $ 90 63 31 21 $26 $ 25 


U.S. Plan Assets 


In general, we design the investment strategy for U.S. plan assets to assure that the pension assets are available to pay benefits as they come 
due and to minimize market risk. When deemed appropriate, we may invest a portion of the fund in futures contracts for the purpose of 
acting as a temporary substitute for an investment in a particular equity security. The fund does not engage in speculative futures 
transactions. The expected long-term rate of return for the U.S. plan assets is 5.1%. 


The asset allocation for our U.S. Pension Plan at the end of fiscal years 2007 and 2006, and the target allocation rate for 2008, by asset 
category, are as follows: 


Percentage of Plan Assets 


Asset Category Target Allocation 2007 2006 
Equity securities. eii sis ecb e a ad o Gagne Base eda 10%-20% 15.0% 14.0% 
Debt instrument... sc ob oe ha he ae oe al 80%-90% 85.0% 86.0% 
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Non-U.S. Plan Assets 


The non-U.S. plans’ investments are managed by insurance companies, third-party trustees, or pension funds consistent with regulations or 
market practice of the country where the assets are invested. The investment manager makes investment decisions within the guidelines set 
by us or local regulations. Performance is evaluated by comparing the actual rate of return to the return on other similar assets. Investments 
managed by qualified insurance companies or pension funds under standard contracts follow local regulations, and we are not actively 
involved in their investment strategies. In general, the investment strategy followed is designed to accumulate a diversified portfolio among 
markets, asset classes, or individual securities in order to reduce market risk and assure that the pension assets are available to pay benefits 
as they come due. The average expected long-term rate of return for the non-U.S. plan assets is 6.7%. 


The asset allocation for our non-U.S. plans, excluding assets managed by qualified insurance companies, at the end of fiscal years 2007 and 
2006, and the target allocation rate for 2008, by asset category, are as follows: 


Percentage of Plan Assets 


Asset Category Target Allocation 2007 2006 

EQUIY Securities eeraa 68 ed pti ov ee eae ed Oa Phe Ace 67.0% 67.0% 68.0% 
Debt IMSS <a as aoa eae RR os es Cae ee eee 8.0% 8.0% 8.0% 
A SSG Aa bere 25.0% 25.0% 24.0% 


Investment assets managed by qualified insurance companies are invested as part of the insurance companies’ general fund. We do not have 
control over the target allocation of those investments. Those investments made up 31% of total non-U.S. plan assets in 2007 and 2006. 


Funding Expectations 


Under applicable law for the U.S. Pension Plan, we are not required to make any contributions during 2008. We intend to make voluntary 
contributions if the plan assets are less than the accumulated benefit obligation at the end of the year. Our expected funding for the non-U.S. 
plans during 2008 is approximately $64 million. We expect employer contributions to the postretirement medical benefits plan to be 
approximately $12 million during 2008. 


Estimated Future Benefit Payments 


We expect the benefits to be paid through 2017 from the U.S. and non-U.S. pension plans and other postretirement benefit plans to be 
approximately $100 million annually. 


Note 19: Ventures 


In January 2006, Micron and Intel formed IM Flash Technologies, LLC (IMFT) and in February 2007 formed IM Flash Singapore, LLP 
(IMFS). We established these joint ventures to manufacture NAND flash memory products for Micron and Intel. We own a 49% interest in 
each of these ventures. Initial production from IMFT began in early 2006; IMFS is in its construction phase and has had no production to 
date. Our investments were $2.2 billion in IMFT and $146 million in IMFS as of December 29, 2007 ($1.3 billion in IMFT as of 
December 30, 2006), which represents our maximum exposure to loss. Our investments in these ventures are classified within other 
long-term assets. 


As part of the initial capital contribution to IMFT, we paid $615 million in cash and issued $581 million in non-interest-bearing notes. 
During 2006, we paid the entire balance of $581 million to settle the non-interest-bearing notes, which has been reflected as a financing 
activity on the consolidated statements of cash flows. At inception, in exchange for a 51% interest, Micron contributed assets valued at 
$995 million and $250 million in cash. 
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Concurrent with the formation of IMFT, we paid Micron $270 million for product designs that Micron developed as well as certain other 
intellectual property. We own the rights to all product designs and have licensed the designs to Micron. Micron paid Intel $40 million to 
license these initial product designs and will pay additional royalties on new product designs. We recorded our net investment in this 
technology of $230 million as an identified intangible asset, which we included in the intellectual property asset classification. The 
identified intangible asset is being amortized into cost of sales over its expected five-year life. Costs that Intel and Micron have incurred for 
product and process development related to IMFT are generally split evenly between Intel and Micron and are classified in R&D. 


Subject to certain conditions, we agreed to contribute up to approximately $1.4 billion for IMFT and up to approximately $1.7 billion for 
IMFS in the three years following the initial capital contributions. Of these amounts, as of December 29, 2007, our remaining commitment 
was approximately $260 million for IMFT and approximately $1.5 billion for IMFS. Additionally, our portion of IMFT costs, primarily 
related to product purchases and start-up, was approximately $790 million during 2007 (approximately $300 million during 2006). The 
amount due to IMFT for product purchases and services provided was approximately $130 million as of December 29, 2007 and was not 
significant as of December 30, 2006. 


IMFT and IMFS are each governed by a Board of Managers, with Micron and Intel initially appointing an equal number of managers to 
each of the boards. The number of managers appointed by each party adjusts depending on the parties’ ownership interests. These ventures 
will operate until 2016, but are subject to prior termination under certain terms and conditions. 


These joint ventures are variable interest entities as defined by FASB Interpretation No. 46(R), “Consolidation of Variable Interest Entities” 
(FIN 46(R)), because all positive and negative variances in cost structure will be passed on to Micron and Intel through our purchase 
agreements. However, we have determined that we are not the primary beneficiary of these joint ventures, and as such, we account for our 
interests using the equity method of accounting and do not consolidate these joint ventures. Micron and Intel are also considered related 
parties under the provisions of FIN 46(R). 


We have entered into a long-term agreement with Apple, Inc. to supply a portion of the NAND flash memory output that we will purchase 
from IMFT through December 31, 2010. In January 2006, Apple pre-paid Intel a refundable $250 million that will be applied to Apple’s 
purchases of NAND flash memory beginning in 2008. 


Note 20: Commitments 


A portion of our capital equipment and certain facilities are under operating leases that expire at various dates through 2021. Additionally, 
portions of our land are under leases that expire at various dates through 2062. Rental expense was $154 million in 2007 ($160 million in 
2006 and $150 million in 2005). 


Minimum rental commitments under all non-cancelable leases with an initial term in excess of one year are payable as follows (in 
millions): 


Year Payable 

DOVE ers a A a AS tooodo $ 95 
540,03 COP RA 73 
OM e a a a a ta hae BAe: aie, esha eo ond se 44 
Ur A Di A A ether ad AAA AA Ph TA A es 30 
DOWD a ta toco a Ee ter acs deb ia At tr tati ea ed ut 26 
2013: and thereafter anerer A AA A A AA A AS FE OS A AA A AAA BR, ee oe OS HR ORS 52 
A SAP O NAS $ 320 
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Commitments for construction or purchase of property, plant and equipment decreased from $3.3 billion at December 30, 2006 to 

$2.3 billion at December 29, 2007. Other purchase obligations and commitments as of December 29, 2007 totaled $1.7 billion. Other 
purchase obligations and commitments include payments due under various types of licenses, agreements to purchase raw material or other 
goods, as well as payments due under non-contingent funding obligations. Funding obligations include, for example, agreements to fund 
various projects with other companies. In addition, we have various contractual commitments with Micron, IMFT, and IMFS (see “Note 19: 
Ventures”). 


Note 21: Contingencies 
Tax Matters 


In connection with the regular examination of our tax returns for the years 1999 through 2005, the IRS had formally assessed adjustments to 
the amounts that we had recorded on those returns as a tax benefit for export sales. In 2007, we resolved these matters with the IRS. See 
“Note 17: Taxes” for further discussion. 


Legal Proceedings 


We are currently a party to various legal proceedings, including those noted in this section. While management presently believes that the 
ultimate outcome of these proceedings, individually and in the aggregate, will not materially harm the company’s financial position, cash 
flows, or overall trends in results of operations, litigation is subject to inherent uncertainties, and unfavorable rulings could occur. An 
unfavorable ruling could include money damages or, in cases for which injunctive relief is sought, an injunction prohibiting us from selling 
one or more products at all or in particular ways. Were an unfavorable ruling to occur, our business or results of operations could be 
materially harmed. 


Advanced Micro Devices, Inc. (AMD) and AMD International Sales & Service, Ltd. v. Intel Corporation and Intel Kabushiki Kaisha, and 
Related Consumer Class Actions and Government Investigations 


In June 2005, AMD filed a complaint in the United States District Court for the District of Delaware alleging that we and our Japanese 
subsidiary engaged in various actions in violation of the Sherman Act and the California Business and Professions Code, including 
providing secret and discriminatory discounts and rebates and intentionally interfering with prospective business advantages of AMD. 
AMD’s complaint seeks unspecified treble damages, punitive damages, an injunction, and attorneys’ fees and costs. Subsequently, AMD’s 
Japanese subsidiary also filed suits in the Tokyo High Court and the Tokyo District Court against our Japanese subsidiary, asserting 
violations of Japan’s Antimonopoly Law and alleging damages in each suit of approximately $55 million, plus various other costs and fees. 
At least 83 separate class actions have been filed in the U.S. District Courts for the Northern District of California, Southern District of 
California, District of Idaho, District of Nebraska, District of New Mexico, District of Maine, and the District of Delaware, as well as in 
various California, Kansas, and Tennessee state courts. These actions generally repeat AMD’s allegations and assert various consumer 
injuries, including that consumers in various states have been injured by paying higher prices for computers containing our microprocessors. 
All of the federal class actions and the Kansas and Tennessee state court class actions have been or will be consolidated by the Multidistrict 
Litigation Panel to the District of Delaware. All California class actions have been consolidated to the Superior Court of California in Santa 
Clara County. We dispute AMD’s claims and the class-action claims, and intend to defend the lawsuits vigorously. 


We are also subject to certain antitrust regulatory inquiries. In 2001, the European Commission commenced an investigation regarding 
claims by AMD that we used unfair business practices to persuade clients to buy our microprocessors. The European Commission sent us a 
Statement of Objections in July 2007 alleging that certain Intel marketing and pricing practices amounted to an abuse of a dominant 
position that infringed European law. The Statement recognized that such allegations were preliminary, not final, conclusions. We responded 
to those allegations in January 2008. We intend to contest this matter vigorously in the administrative procedure, which has now begun and, 
if necessary, in European courts. On February 12, 2008, the European Commission initiated an inspection of documents at our Feldkirchen, 
Germany offices, and we are cooperating with the investigation. 
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In June 2005, we received an inquiry from the Korea Fair Trade Commission (KFTC) requesting documents from our Korean subsidiary 
related to marketing and rebate programs that we entered into with Korean PC manufacturers. In September 2007, the KFTC served us an 
Examination Report alleging that sales to two customers during parts of 2002-2005 violated Korea’s Monopoly Regulation and Fair Trade 
Act. In December 2007, we submitted our written response to the KFTC. We intend to contest this matter vigorously in the administrative 
procedure and, if necessary, in Korean courts. 


In January 2008, we received a subpoena from the Attorney General of the State of New York requesting documents and information to 
assist in its investigation of whether there have been any agreements or arrangements establishing or maintaining a monopoly in the sale of 
microprocessors in violation of federal or New York antitrust laws. 


We intend to cooperate with and respond to these investigations as appropriate and we expect that these matters will be acceptably resolved. 
Barbara’s Sales, et al. v. Intel Corporation, Gateway Inc., Hewlett-Packard Company and HPDirect, Inc. 


In June 2002, various plaintiffs filed a lawsuit in the Third Judicial Circuit Court, Madison County, Illinois, against Intel, Gateway Inc., 
Hewlett-Packard Company, and HPDirect, Inc. alleging that the defendants’ advertisements and statements misled the public by suppressing 
and concealing the alleged material fact that systems containing Intel® Pentium® 4 processors are less powerful and slower than systems 
containing Intel® Pentium® III processors and a competitor’s microprocessors. In July 2004, the court certified against us an Ilinois-only 
class of certain end-use purchasers of certain Pentium 4 processors or computers containing these microprocessors. In January 2005, the 
court granted a motion filed jointly by the plaintiffs and Intel that stayed the proceedings in the trial court pending discretionary appellate 
review of the court’s class certification order. In July 2006, the Illinois Appellate Court, Fifth District, vacated the trial court’s class 
certification order. The Appellate Court instructed the trial court to reconsider whether California law should apply. However, in August 
2006, the Illinois Supreme Court agreed to review the Appellate Court’s decision. In November 2007, the Illinois Supreme Court issued its 
opinion finding in favor of Intel on two issues. First, on the issue of whether Illinois or California law applies to the claims of Illinois 
residents for goods purchased in Illinois, the Court found that Illinois law applies, rejecting the Appellate Court’s finding of a nationwide 
class based on the application of California law. Second, on the issue of whether any class should be certified in this case at all, the Court 
held that no class should be certified, reversing the trial court’s finding of an Illinois-only class based on Illinois law. The case has been 
remanded to the trial court. 


Transmeta Corporation v. Intel Corporation 


In October 2006, Transmeta Corporation filed a patent infringement lawsuit against us in the United States District Court for the District of 
Delaware alleging that our P6, Pentium 4, Pentium® M, Intel® Core™, and Intel® Core™ 2 processors infringed ten Transmeta patents, and 
subsequently filed an amended complaint alleging that our processors infringed an eleventh Transmeta patent, alleged to cover computer 
architecture and power-efficiency technologies. We filed counterclaims against Transmeta alleging that Transmeta’s Crusoe*, Efficeon*, and 
Efficeon 2* families of microprocessors infringed seven of our patents. Both parties sought damages, treble damages, an injunction, and 
attorney’s fees. 


In October 2007, Intel and Transmeta agreed to settle the patent infringement cases between them. The agreement, which was finalized in 
January 2008, provides us and our customers with a broad license to all Transmeta patents and patent applications now existing or as may 
be filed during the next ten years, including any patent rights acquired by Transmeta. Transmeta also agreed to transfer certain technology 
to us and granted us a non-exclusive license to Transmeta’s LongRun* and LongRun2* technologies and future improvements. In addition, 
we will receive a general release from all claims of any type. In exchange, we made an initial payment of $150 million to Transmeta in the 
first quarter of 2008 and will make five annual payments of $20 million beginning one year from the date of the settlement, for total 
payments of $250 million. The agreement also includes a covenant by us not to sue Transmeta for certain licensing to third parties. The 
court dismissed all litigation pending between us and Transmeta. 
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BIAX Corporation v. Intel Corporation and Analog Devices, Inc. 


In May 2005, BIAX Corporation filed a lawsuit against us and Analog Devices, Inc. in the United States District Court for the Eastern 
District of Texas. The complaint alleged that certain Hyper-Threading-enabled processors, including the Intel® Pentium® and Intel® Xeon® 
processors supporting Hyper-Threading Technology, and Itanium® and Itanium® 2 processors, infringed four BIAX patents. The complaint 
sought unspecified damages, injunctive, and other relief, including enhanced damages for alleged willful infringement. In June 2007, the 
parties finalized a settlement agreement pursuant to which, among other terms, we made a payment to BIAX, and, in exchange, we received 
a license to BIAX’s patent portfolio. In July 2007, the lawsuit was dismissed with prejudice. 


Martin Smilow v. Craig R. Barrett et al. & Intel Corporation 


On February 13, 2008, Martin Smilow, an Intel stockholder, filed a putative derivative action in the United States District Court for the 
District of Delaware against members of our Board of Directors. The complaint alleges generally that the Board allowed the company to 
violate antitrust and other laws, as described in AMD’s antitrust lawsuits against us, and that those Board-sanctioned activities have harmed 
the company. The complaint repeats many of AMD’s allegations and references various investigations by the European Community, Korean 
Fair Trade Commission, and others. We deny the allegations and intend to defend the lawsuit vigorously. 


Note 22: Operating Segment and Geographic Information 


As of December 29, 2007, our operating segments included the Digital Enterprise Group, Mobility Group, NAND Products Group, Flash 
Memory Group, Digital Home Group, Digital Health Group, and Software and Solutions Group. In the fourth quarter of 2007, we made 
organizational changes that resulted in the formation of the NAND Products Group operating segment, which includes the NAND flash 
memory business that was previously included in the Flash Memory Group operating segment. The Flash Memory Group operating segment 
includes sales of NOR flash memory products. During the first quarter of 2008, we expect to complete the divestiture of our NOR flash 
memory assets to Numonyx. We expect to enter into supply and transition service agreements to provide products, services, and support to 
Numonyx following the close of the transaction. See “Note 13: Divestitures” for more information on Numonyx. Prior-period amounts have 
been adjusted retrospectively to reflect other minor reorganizations. 


The Chief Operating Decision Maker (CODM), as defined by SFAS No. 131, “Disclosures about Segments of an Enterprise and Related 
Information” (SFAS No. 131), is our President and Chief Executive Officer (CEO). The CODM allocates resources to and assesses the 
performance of each operating segment using information about its revenue and operating income (loss) before interest and taxes. 


We report the financial results of the following operating segments: 

e Digital Enterprise Group. Includes microprocessors and related chipsets and motherboards designed for the desktop and enterprise 
computing market segments; communications infrastructure components such as network processors, communications boards, and 
embedded processors; wired connectivity devices; and products for network and server storage. 

e Mobility Group. Includes microprocessors and related chipsets designed for the notebook market segment, wireless connectivity 
products, and products designed for the ultra-mobile market segment. In the fourth quarter of 2006, we completed the sale of 
certain assets of our communications and application processor business lines to Marvell. Related to the sale, we entered into a 
manufacturing and transition services agreement with Marvell. As a result, our sales of application and cellular baseband 
processors in 2007 were only to Marvell. 


The NAND Products Group, Flash Memory Group, Digital Home Group, Digital Health Group, and Software and Solutions Group 
operating segments do not meet the quantitative thresholds for reportable segments as defined by SFAS No. 131 and are included within the 
all other category. 
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We have sales and marketing, manufacturing, finance, and administration groups. Expenses for these groups are generally allocated to the 
operating segments, and the expenses are included in the operating results reported below. Additionally, in the first quarter of 2007, we 
started including share-based compensation in the computation of operating income (loss) for each operating segment and adjusted prior 
results to reflect this change. Revenue for the all other category is primarily related to the sale of NOR flash memory products, NAND flash 
memory products, and microprocessors and related chipsets by the Digital Home Group. The all other category includes certain 
corporate-level operating expenses and charges. These expenses and charges include: 

e a portion of profit-dependent bonuses and other expenses not allocated to the operating segments; 

e results of operations of seed businesses that support our initiatives; 

e acquisition-related costs, including amortization and any impairment of acquisition-related intangibles and goodwill; 

e charges for purchased IPR&D; and 

e amounts included within restructuring and asset impairment charges. 


With the exception of goodwill, we do not identify or allocate assets by operating segment, nor does the CODM evaluate operating 
segments using discrete asset information. Operating segments do not record inter-segment revenue, and, accordingly, there is none to be 
reported. We do not allocate interest and other income, interest expense, or taxes to operating segments. Although the CODM uses 
operating income to evaluate the segments, operating costs included in one segment may benefit other segments. Except as discussed above, 
the accounting policies for segment reporting are the same as for Intel as a whole. 


Operating segment net revenue and operating income (loss) for the three years ended December 29, 2007 were as follows: 


(In Millions) 2007 2006 2005 


Net revenue 
Digital Enterprise Group 
Microprocessor TE VENUS ui at Cate eo eA A $ 15,234 $ 14606 $ 19,412 
Chipset, motherboard, and other revenue ......ooooocccocoocco o 5,106 5,270 5,725 


20,340 19,876 25,137 
Mobility Group 


Microprocessor revenue... 1... eee teens 10,660 9,212 8,704 
Chipset and other Tevenue: sciu erriei Ghia a ie ook ees Geek eee 4,021 3,097 2,427 
14,681 12,309 11,131 
AM other eat da ads Sb Ras De gh ws, Mie WE See EN 3,313 3,197 2,558 
Total net revenue $ 38,334 $ 35,382 $ 38,826 
Operating income (loss) 
Digital Enterprise GIO. Lon a al ia Roe ae $ 5,169 $ 3,510 $ 9,020 
Mobility Group: tesi a E ee OER 5,606 4,595 5,335 
A O aa alel guard atdetea ca e oleate 3 (2,559) (2,453) (2,265) 
Total operating income....... ooo coco $ 8,216 $ 5,652 $ 12,090 


In 2007, one customer accounted for 18% of our net revenue (19% in 2006 and 2005) while another customer accounted for 17% of our net 
revenue (16% in 2006 and 2005). The majority of the revenue from these customers was from the sale of microprocessors, chipsets, and 
other components by the Digital Enterprise Group and Mobility Group operating segments. 
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Geographic revenue information for the three years ended December 29, 2007 is based on the location of the customer. Revenue from 


unaffiliated customers by geographic region/country was as follows: 


(In Millions) 2007 
Asia-Pacific 
E $ 8,606 
A terna apace cab & be Geko inthe e hy hy deine on bowed dada f 5,295 
Other Asia-Pacific sec koes censat iroa ee a ee eee eee nee 5,531 
19,432 
Americas 
United a an EA A a A II ad ÍA 6,015 
Other: Americas et a A dit AE E Re Rain AS GSS 1,700 
7,715 
EMQG. 00000 a A A ea A 7,262 
SP cc a ds aed alee Sig ec 3,925 
Total net révente ii eee MK hate A A BEL AR SiO $ 38,334 


2006 


$ 7,200 
4,969 
5,308 


17,477 


5,486 
2,026 


7,512 
6,587 
3,806 


$ 35,382 


2005 


$ 7,225 
5,347 
6,758 


19,330 


5,662 
1,912 
7,574 
8,210 
3,712 


$ 38,826 


Revenue from unaffiliated customers outside the U.S. totaled $32,319 million in 2007 ($29,896 million in 2006 and $33,164 million in 


2005). 


Net property, plant and equipment by country was as follows: 


(In Millions) 2007 

United Sales... ona acest gt iaa Dolina Woe ain ao Ud a $ 10,647 
Israelia A A id els 2,473 
Meland O A NN 2,076 
Other counties ees idad das ida 1,722 
Total property, plant and equipment, net..............0 0.00.0 c eee eee $ 16,918 


2006 


$ 11,558 


1,183 
2,860 
2,001 


$ 17,602 


2005 


$ 11,211 


736 
3,192 
1,972 


$ 17,111 


Net property, plant and equipment outside the U.S. totaled $6,271 million in 2007 ($6,044 million in 2006 and $5,900 million in 2005). 
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The Board of Directors and Stockholders, Intel Corporation 


We have audited the accompanying consolidated balance sheets of Intel Corporation as of December 29, 2007 and December 30, 2006, and 
the related consolidated statements of income, stockholders’ equity, and cash flows for each of the three years in the period ended 
December 29, 2007. Our audits also included the financial statement schedule listed in the Index at Part IV, Item 15. These financial 
statements and schedule are the responsibility of the company’s management. Our responsibility is to express an opinion on these financial 
statements and schedule based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Intel 
Corporation at December 29, 2007 and December 30, 2006, and the consolidated results of its operations and its cash flows for each of the 
three years in the period ended December 29, 2007, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, 
the related financial statement schedule, when considered in relation to the basic financial statements taken as a whole, presents fairly in all 
material respects the information set forth therein. 


As discussed in Notes 2, 17 and 18 to the consolidated financial statements, Intel Corporation changed its method of accounting for 
sabbatical leave as of December 31, 2006, its method of accounting for uncertain tax positions as of December 31, 2006, its method of 
accounting for its defined benefit pension and other postretirement plans during 2006, and its method of accounting for stock-based 
compensation as of January 1, 2006. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
effectiveness of Intel Corporation’s internal control over financial reporting as of December 29, 2007, based on criteria established in 
Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report 


dated February 19, 2008 expressed an unqualified opinion thereon. 
Ermt Y ~ 


San Jose, California 
February 19, 2008 
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REPORT OF ERNST & YOUNG LLP, INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


The Board of Directors and Stockholders, Intel Corporation 


We have audited Intel Corporation’s internal control over financial reporting as of December 29, 2007, based on criteria established in 
Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO 
criteria). Intel Corporation’s management is responsible for maintaining effective internal control over financial reporting, and for its 
assessment of the effectiveness of internal control over financial reporting included in the accompanying Management Report on Internal 
Control Over Financial Reporting. Our responsibility is to express an opinion on the company’s internal control over financial reporting 
based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial 
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, 
assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on 
the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides 
a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance 
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide 
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of 
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of 
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in 
conditions, or that the degree of compliance with the policies or procedures may deteriorate. 


In our opinion, Intel Corporation maintained, in all material respects, effective internal control over financial reporting as of December 29, 
2007, based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 2007 
consolidated financial statements of Intel Corporation and our report dated February 19, 2008 expressed an unqualified opinion thereon. 


Barnet + ae sad 


San Jose, California 
February 19, 2008 
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2007 For Quarter Ended 


(In Millions, Except Per Share Amounts) 
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2006 For Quarter Ended 


(In Millions, Except Per Share Amounts) 
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INTEL CORPORATION 
FINANCIAL INFORMATION BY QUARTER (UNAUDITED) 


December 29 
$ 10,712 
$ 6,226 
$ 2,271 
$ 0.39 
$ 0.38 
$ = 
$ 0.1125 
$ 27.98 
$ 24.37 
December 30 
$ 9,694 
$ 4,810 
$ 1,501 
$ 0.26 
$ 0.26 
$ = 
$ 0.10 
$ 22.33 
$ 20.08 


September 29 
$ 10,090 
$ 5,171 
$ 1,791 
$ 0.31 
$ 0.30 
$ 0.225 
$ 0.1125 
$ 26.33 
$ 23.10 
September 30 
$ 8,739 
$ 4,294 
$ 1,301 
$ 0.23 
$ 0.22 
$ 0.20 
$ 0.10 
$ 20.77 
$ 17.10 


FAFA Y Y 


MM A Y A Y 


$ 
$ 


June 30 


8,680 
4,075 
1,278 
0.22 
0.22 


0.10 


20.11 
16.86 


LA A Y Y Y 


FAFA Y 


$ 
$ 


March 31 


8,852 
4,432 
1,636 
0.28 
0.28 


0.225 
0.1125 


22.30 
18.86 


April 1 


8,940 
4,943 
1,357 
0.23 
0.23 


0.20 
0.10 


26.47 
19.46 


In connection with IRS settlements reached in 2007, we recorded a $326 million tax benefit (including $50 million of accrued interest) in 


the first quarter of 2007 and a $155 million tax benefit in the second quarter of 2007. For further information, see “Note 17: Taxes” in 
the Notes to Consolidated Financial Statements. We did not have any significant settlements and related tax benefits in the third and 


fourth quarters of 2007. 


? Intel’s common stock ( symbol INTC) trades on The NASDAQ Global Select Market* and is quoted in the Wall Street Journal and other 
newspapers. Intel’s common stock also trades on The Swiss Exchange. At December 29, 2007, there were approximately 185,000 
registered holders of common stock. All stock prices are closing prices per The NASDAQ Global Select Market. 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE 


Not applicable. 


ITEM 9A. CONTROLS AND PROCEDURES 


Evaluation of Disclosure Controls and Procedures 


Based on management’s evaluation (with the participation of our CEO and Chief Financial Officer (CFO)), as of the end of the period 
covered by this report, our CEO and CFO have concluded that our disclosure controls and procedures (as defined in Rules 13a-15(e) and 
15d-15(e) under the Securities Exchange Act of 1934, as amended (the Exchange Act)), are effective to provide reasonable assurance that 
information required to be disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed, summarized, and 
reported within the time periods specified in SEC rules and forms, and is accumulated and communicated to management, including our 
principal executive officer and principal financial officer, as appropriate to allow timely decisions regarding required disclosure. 


Changes in Internal Control Over Financial Reporting 


There were no changes to our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) 
that occurred during the period covered by this report that have materially affected, or are reasonably likely to materially affect, our internal 
control over financial reporting. 


Management Report on Internal Control Over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined in 
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) to provide reasonable assurance regarding the reliability of our financial reporting 
and the preparation of financial statements for external purposes in accordance with U.S. generally accepted accounting principles. 


Management assessed our internal control over financial reporting as of December 29, 2007, the end of our fiscal year. Management based 
its assessment on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of 
the Treadway Commission. Management’s assessment included evaluation of elements such as the design and operating effectiveness of key 
financial reporting controls, process documentation, accounting policies, and our overall control environment. 


Based on our assessment, management has concluded that our internal control over financial reporting was effective as of the end of the 
fiscal year to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external reporting purposes in accordance with U.S. generally accepted accounting principles. We reviewed the results of management’s 
assessment with the Audit Committee of our Board of Directors. 


Our independent registered public accounting firm, Ernst & Young LLP, independently assessed the effectiveness of the company’s internal 
control over financial reporting. Ernst & Young has issued an attestation report concurring with management’s assessment, which is 
included at the end of Part II, Item 8 of this Form 10-K. 


Inherent Limitations on Effectiveness of Controls 


Our management, including the CEO and CFO, does not expect that our disclosure controls or our internal control over financial reporting 
will prevent or detect all error and all fraud. A control system, no matter how well designed and operated, can provide only reasonable, not 
absolute, assurance that the control system’s objectives will be met. The design of a control system must reflect the fact that there are 
resource constraints, and the benefits of controls must be considered relative to their costs. Further, because of the inherent limitations in all 
control systems, no evaluation of controls can provide absolute assurance that misstatements due to error or fraud will not occur or that all 
control issues and instances of fraud, if any, have been detected. These inherent limitations include the realities that judgments in 
decision-making can be faulty and that breakdowns can occur because of simple error or mistake. Controls can also be circumvented by the 
individual acts of some persons, by collusion of two or more people, or by management override of the controls. The design of any system 
of controls is based in part on certain assumptions about the likelihood of future events, and there can be no assurance that any design will 
succeed in achieving its stated goals under all potential future conditions. Projections of any evaluation of controls effectiveness to future 
periods are subject to risks. Over time, controls may become inadequate because of changes in conditions or deterioration in the degree of 
compliance with policies or procedures. 


ITEM 9B. OTHER INFORMATION 


None. 
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PART HI 


ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 


The information in our 2008 Proxy Statement regarding Directors and Executive Officers appearing under the headings “Proposal 1: 
Election of Directors” and “Other Matters—Section 16(a) Beneficial Ownership Reporting Compliance” is incorporated by reference in this 
section. The information under the heading “Executive Officers of the Registrant” in Part I, Item 1 of this Form 10-K is also incorporated 
by reference in this section. In addition, the information under the heading “Corporate Governance” in our 2008 Proxy Statement is 
incorporated by reference in this section. 


The Intel Code of Conduct (Code) is our code of ethics document applicable to all employees, including all officers, and including our 
independent directors, who are not employees of the company, with regard to their Intel-related activities. The Code incorporates our 
guidelines designed to deter wrongdoing and to promote honest and ethical conduct and compliance with applicable laws and regulations. 
The Code also incorporates our expectations of our employees that enable us to provide accurate and timely disclosure in our filings with 
the SEC and other public communications. In addition, the Code incorporates guidelines pertaining to topics such as complying with 
applicable laws, rules, and regulations; reporting Code violations; and maintaining accountability for adherence to the Code. 


The full text of our Code is published on our Investor Relations web site at www.intc.com. We intend to disclose future amendments to 
certain provisions of our Code, or waivers of such provisions granted to executive officers and directors, on this web site within four 
business days following the date of such amendment or waiver. 


ITEM 11. EXECUTIVE COMPENSATION 


The information appearing in our 2008 Proxy Statement under the headings “Director Compensation,” “Report of the Compensation 
Committee,” “Compensation Discussion and Analysis,” and “Executive Compensation” is incorporated by reference in this section. 


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED 
STOCKHOLDER MATTERS 


The information appearing in our 2008 Proxy Statement under the heading “Security Ownership of Certain Beneficial Owners and 
Management” is incorporated by reference in this section. 
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Equity Compensation Plan Information 


Information as of December 29, 2007 regarding equity compensation plans approved and not approved by stockholders is summarized in 


the following table (shares in millions): 


(A) 
Number of Shares to 
Be Issued Upon 
Exercise of 


(B) 
Weighted Average 
Exercise Price of 


(C) 
Number of Shares 
Remaining Available 
for Future Issuance 
Under Equity 
Incentive Plans 
(Excluding Shares 


Outstanding Options Outstanding Reflected in 
Plan Category and Rights! Options” Column A) 
Equity incentive plans approved by stockholders.......... 262.2 23.62 439.9 
Equity incentive plans not approved by stockholders* ...... 453.4 $ 29.72 — 
Total earran nane E A eae 715.6 $ 27.78 439.9 


~ 


Includes 51.1 million shares issuable upon vesting of restricted stock units (RSUs) that we granted under the 2006 Equity Incentive 
Plan. The remaining balance consists of outstanding stock option grants. 


The weighted average exercise price does not take into account the shares issuable upon vesting of outstanding RSUs, which have 
no exercise price. 


Amount includes a maximum of 168 million shares that can be awarded as restricted stock or RSUs under the 2006 Equity Incentive 
Plan. Amount also includes 214 million shares available under our 2006 Stock Purchase Plan. 


A 


Consists of shares available upon exercise of options granted under our 1997 Stock Option Plan, which was not required to be 
approved by stockholders. The 1997 Stock Option Plan was terminated as to future grants in May 2004. 


u 


Total excludes 1.4 million shares issuable under outstanding options, with a weighted average exercise price of $15.98, originally 
granted under plans that we assumed in connection with acquisitions. 


The 1997 Stock Option Plan (1997 Plan) provided for the granting of stock options to employees other than officers and directors. The 1997 
Plan, which was not approved by stockholders, was terminated as to future grants when the 2004 Equity Incentive Plan was approved by 
stockholders in May 2004. The 1997 Plan is administered by the Compensation Committee, which has the power to determine matters 
related to outstanding option awards under the 1997 Plan, including conditions of vesting and exercisability. Options granted under the 1997 
Plan expire no later than 10 years from the grant date. Options granted before 2003 under the 1997 Plan generally vest in 5 years, and 
options granted under the 1997 Plan in 2003 and 2004 generally vest in increments over 4 or 5 years from the date of grant. Grants to key 
employees may have delayed vesting, generally beginning 6 years from the date of grant. 


ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE 


The information appearing in our 2008 Proxy Statement under the heading “Certain Relationships and Related Transactions” and 
“Corporate Governance” is incorporated by reference in this section. 


ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES 


The information appearing in our 2008 Proxy Statement under the headings “Report of the Audit Committee” and “Proposal 2: Ratification 
of Selection of Independent Registered Public Accounting Firm” is incorporated by reference in this section. 
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PART IV 


ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 
1. Financial Statements: See “Index to Consolidated Financial Statements” in Part II, Item 8 of this Form 10-K. 
2. Financial Statement Schedule: See “Schedule II —Valuation and Qualifying Accounts” in this section of this Form 10-K. 


3. Exhibits: The exhibits listed in the accompanying index to exhibits are filed or incorporated by reference as part of this Form 10-K. 


Intel, the Intel logo, Intel Inside, Celeron, Intel Centrino, Intel Core, Intel Core Duo, Intel Core 2 Duo, Intel Core 2 Quad, Intel Viiv, 
Intel vPro, Intel Xeon, Intel XScale, Itanium, and Pentium are trademarks of Intel Corporation in the U.S. and other countries. 


* Other names and brands may be claimed as the property of others. 
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INTEL CORPORATION 


SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS 


December 29, 2007, December 30, 2006, and December 31, 2005 


(In Millions) 
Balance at 
Beginning of 
Year 

Allowance for doubtful receivables! 
LOOT A Ses ee Sepa ea SASS SAE RAE bh Pe Re Pe $ 32 
DODO irae acdsee E ated ah de etre tk. Grae ot, ee $ 64 
200I eee E aes $ 43 
Valuation allowance for deferred tax assets 
DOT: iss, A o tele hate cine Rue spate tds $ 87 
POOO ea A OO $ 86 
2003 tidad dao tad aia Sole $ 75 


1 P ` R ñ 
Deductions represent uncollectible accounts written off, net of recoveries. 
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Additions 
Charged 
(Credited) 


to Expenses 


$ (6) 
$ (19) 
$ 35 
$ 46 
$ 6 
$ 11 


Net 
Deductions 


(Recoveries) 


$ (1) 
$ 13 
$ 14 


Balance at 
End of Year 
$ 27 
$ 32 
$ 64 
$ 133 
$ 87 
$ 86 


Exhibit 
Number 


del 


3.2 
4.1 


10.2** 


10.3 


10.4** 


10.5** 


10.6** 


10.7** 


10.8** 


10.9** 


10.10** 


10.11** 
10.12** 


10.13** 


INDEX TO EXHIBITS 


Exhibit Description 

Intel Corporation Third Restated Certificate of Incorporation of 
Intel Corporation dated May 17, 2006 

Intel Corporation Bylaws, as amended on January 16, 2008 
Registration Rights Agreement 


Indenture for the Registrant’s 2.95% Junior Subordinated 
Convertible Debentures due 2035 issued by Intel Corporation to 
Citibank N.A., dated as of December 16, 2005 (the “Convertible 
Note Indenture”) 


Indenture dated as of March 29, 2006 between Intel Corporation 
and Citibank, N.A. (the “Open-Ended Indenture”) 


First Supplemental Indenture to Convertible Debentures due 2035, 
dated as of July 25, 2007 


First Supplemental Indenture to Open-Ended Indenture, dated as of 
December 3, 2007 


Intel Corporation 1988 Executive Long Term Stock Option Plan, 
as amended and restated effective July 16, 1997 


Intel Corporation 1984 Stock Option Plan, as amended and 
restated effective July 16, 1997 


Intel Corporation 1997 Stock Option Plan, as amended and 
restated effective July 16, 1997 


Intel Corporation 2004 Equity Incentive Plan, effective May 19, 
2004 


Notice of Grant of Non-Qualified Stock Option under the Intel 
Corporation 2004 Equity Incentive Plan 


Standard Terms and Conditions Relating to Non-Qualified Stock 
Options granted to U.S. employees on and after May 19, 2004 
under the Intel Corporation 2004 Equity Incentive Plan 


Standard International Non-Qualified Stock Option Agreement 
under the Intel Corporation 2004 Equity Incentive Plan 


Intel Corporation Non-Employee Director Non-Qualified Stock 
Option Agreement under the Intel Corporation 2004 Equity 
Incentive Plan 


Form of ELTSOP Non-Qualified Stock Option Agreement under 
the Intel Corporation 2004 Equity Incentive Plan 


Intel Corporation 2004 Equity Incentive Plan, as amended and 
restated, effective May 18, 2005 


Form of Notice of Grant of Restricted Stock Units 


Form of Intel Corporation Nonqualified Stock Option Agreement 
under the 2004 Equity Incentive Plan 


Standard Terms and Conditions relating to Restricted Stock Units 
granted to U.S. employees under the Intel Corporation 2004 Equity 
Incentive Plan 
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Form 


8-K 


8-K 
10-K 
10-K 


S-3ASR 


10-Q 


10-Q 


10-Q 


10-Q 


10-Q 


8-K 


8-K 


8-K 
10-K 


10-Q 


Incorporated by Reference 


File Number 
000-06217 


000-06217 
000-06217 
000-06217 


333-132865 


333-45395 
333-45395 
000-06217 
000-06217 
000-06217 


000-06217 


000-06217 


000-06217 


000-06217 
000-06217 


000-06217 
000-06217 


000-06217 


Exhibit 
3.1 


3.1 
4.1 
4.2 


4.4 


10.2 


10.1 


10.7 


10.3 


10.7 


10.5 


10.6 


10.4 


10.1 


10.1 


10.5 
10.16 


10.2 


Filing 
Date 


5/22/06 


1/17/08 
2/27/06 
2/27/06 


3/30/06 


8/11/98 


8/11/98 


3/11/03 


8/2/04 


8/2/04 


8/2/04 


8/2/04 


8/2/04 


10/12/04 


5/20/05 


2/9/06 
2/27/06 


5/8/06 


Filed 
Herewith 


Exhibit 
Number 


10.14** 


10,15% 


10.16** 


10.17** 


10.18** 


10.19** 


10.20** 


10.21** 
10.22** 
10.23** 


10.24** 


10.25** 


10.26** 


10.27** 


10.28** 


Exhibit Description 


Standard International Restricted Stock Unit Agreement under the 
2004 Equity Incentive Plan 


Standard Terms and Conditions relating to Non-Qualified Stock 
Options granted to U.S. employees on and after February 1, 2006 
under the Intel Corporation 2004 Equity Incentive Plan (other than 
grants made under the SOP Plus or ELTSOP programs) 


Standard Terms and Conditions relating to Restricted Stock Units 
granted to U.S. employees under the Intel Corporation 2004 Equity 
Incentive Plan (for grants under the ELTSOP Program) 


Standard International Restricted Stock Unit Agreement under the 
2004 Equity Incentive Plan (for grants under the ELTSOP 
Program) 


Terms and Conditions relating to Nonqualified Stock Options 
granted to U.S. employees on and after February 1, 2006 under the 
Intel Corporation 2004 Equity Incentive Plan for grants formerly 
known as ELTSOP Grants 


Standard International Nonqualified Stock Option Agreement 
under the 2004 Equity Incentive Plan (for grants after February 1, 
2006 under the ELTSOP Program) 


Intel Corporation 2006 Equity Incentive Plan, as amended and 
restated, effective May 17, 2006 


Form of Notice of Grant—Restricted Stock Units 
Form of Notice of Grant—Nonqualified Stock Options 


Standard Terms and Conditions relating to Restricted Stock Units 
granted to U.S. employees on and after May 17, 2006 under the 
Intel Corporation 2006 Equity Incentive Plan (for grants under the 
standard program) 


Standard International Restricted Stock Unit Agreement under the 
2006 Equity Incentive Plan (for grants under the standard program 
after May 17, 2006) 


Terms and Conditions relating to Restricted Stock Units granted on 
and after May 17, 2006 to U.S. employees under the Intel 
Corporation 2006 Equity Incentive Plan (for grants under the 
ELTSOP Program) 


International Restricted Stock Unit Agreement under the 2006 
Equity Incentive Plan (for grants under the ELTSOP program after 
May 17, 2006) 


Standard Terms and Conditions relating to Non-Qualified Stock 
Options granted to U.S. employees on and after May 17, 2006 
under the Intel Corporation 2006 Equity Incentive Plan (for grants 
under the standard program) 


Standard International Nonqualified Stock Option Agreement 
under the 2006 Equity Incentive Plan (for grants under the 
standard program after May 17, 2006) 
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Form 
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10-Q 


10-Q 


10-Q 


10-Q 
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8-K 


8-K 


8-K 
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Incorporated by Reference 


File Number 
000-06217 


000-06217 


000-06217 


000-06217 


000-06217 


000-06217 


000-06217 


000-06217 
000-06217 
000-06217 


000-06217 


000-06217 


000-06217 


000-06217 


000-06217 


Exhibit 
10.4 


10.6 


10.9 


10.11 


10.13 


10.15 


10.1 


10.13 
10.24 
10.1 


10.2 


10.7 


10.8 


10.14 


10.15 


Filing 
Date 


5/8/06 


5/8/06 


5/8/06 


5/8/06 


5/8/06 


5/8/06 


5/22/06 


7/6/06 
7/6/06 
7/6/06 


7/6/06 


7/6/06 


7/6/06 


7/6/06 


7/6/06 


Filed 
Herewith 


Exhibit 
Number 


10.29%* 


10.30** 


10.31** 


10.32** 


10.33** 


10.34** 


10.35** 


10.36** 


10.37** 


10.38** 


10.39** 


10.40** 
10.41** 


10.42** 


10.43** 


10.44 


10.45 


10.46 


Exhibit Description 


Terms and Conditions relating to Nonqualified Stock Options 
granted to U.S. employees on and after May 17, 2006 under the 
Intel Corporation 2006 Equity Incentive Plan (for grants under the 
ELTSOP Program) 


International Nonqualified Stock Option Agreement under the 
2006 Equity Incentive Plan (for grants after May 17, 2006 under 
the ELTSOP Program) 


Form of Non-Employee Director Restricted Stock Unit Agreement 
under the 2006 Equity Incentive Plan (for RSUs granted after 
May 17, 2006) 


Terms and Conditions Relating to Nonqualified Options Granted to 
Paul Otellini on January 18, 2007 under the Intel Corporation 2006 
Equity Incentive Plan 


Intel Corporation 2006 Equity Incentive Plan As Amended and 
Restated Effective May 16, 2007 


Intel Corporation 2007 Executive Officer Incentive Plan, Effective 
as of January 1, 2007 


Intel Corporation Deferral Plan for Outside Directors, effective 
July 1, 1998 


Intel Corporation Sheltered Employee Retirement Plan Plus, as 
amended and restated effective January 1, 2006 


First Amendment to the Intel Corporation Sheltered Employee 
Retirement Plan Plus, executed November 6, 2007 


Second Amendment to the Intel Corporation Sheltered Employee 
Retirement Plan Plus, executed November 6, 2007 


Form of Indemnification Agreement with Directors and Executive 
Officers 


Listed Officer Compensation 


Intel Corporation 2006 Stock Purchase Plan, Effective May 17, 
2006 


Summary of Intel Corporation Non-Employee Director 
Compensation 


Intel Corporation 2006 Deferral Plan for Outside Directors, 
Effective November 15, 2006 


Form of Asset Transfer Agreement By and Between Newco and 
Intel Corporation 


Master Agreement By and Between STMicroelectronics N.V., Intel 
Corporation, Redwood Blocker S.A.R.L., and Francisco Partners II 
(Cayman) L.P., Dated May 22, 2007 


Letter Agreement dated December 22, 2007 extending termination 
date of the Master Agreement 


Statement Setting Forth the Computation of Ratios of Earnings to 
Fixed Charges 


Intel Corporation subsidiaries 
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Form 


8-K 


8-K 


8-K 


8-K 


8-K 


10-Q 
S-8 


8-K 


10-Q 


10-Q 
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File Number 
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10.2 


10.6 


10.15 


10.1 
99.1 


10.1 


10.41 


10.3 


10.4 
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Filing 
Date 


7/6/06 


7/6/06 


7/14/06 


2/26/07 


5/16/07 


5/16/07 


3/26/99 


4/5/07 


2/22/05 


5/3/07 
6/21/06 


7/14/06 


2/26/07 


8/6/07 


8/6/07 


12/26/07 


Filed 
Herewith 


Incorporated by Reference 


Exhibit Filing Filed 
Number Exhibit Description Form File Number Exhibit Date Herewith 
23.1 Consent of Ernst & Young LLP, Independent Registered Public X 


Accounting Firm 


31.1 Certification of Chief Executive Officer pursuant to Rule 13a-14(a) X 
of the Securities Exchange Act of 1934, as amended (the 
Exchange Act) 


31.2 Certification of Chief Financial Officer and Principal Accounting X 
Officer pursuant to Rule 13a-14(a) of the Exchange Act 
32.1 Certification of the Chief Executive Officer and the Chief X 


Financial Officer and Principal Accounting Officer pursuant to 
Rule 13a-14(b) of the Exchange Act and 18 U.S.C. Section 1350, 
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 
2002 


** Management contracts or compensation plans or arrangements in which directors or executive officers are eligible to participate. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 


signed on its behalf by the undersigned, thereunto duly authorized. 


INTEL CORPORATION 
Registrant 


By: /s/ Stacy J. SMITH 


Stacy J. Smith 

Vice President, Chief Financial Officer and 
Principal Accounting Officer 

February 19, 2008 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf 
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Chairman of the Board and Director 
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Director 
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Isl  Davip S. POTTRUCK 


Charlene Barshefsky 
Director 
February 19, 2008 


/s/_ CAROL A. BARTZ 


David S. Pottruck 
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Jane E. Shaw 
Director 
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/s/ Stacy J. SMITH 


Susan L. Decker 
Director 
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/s/ D. James Guzy 


Stacy J. Smith 

Vice President, Chief Financial Officer and 
Principal Accounting Officer 
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/s/ Jonn L. THORNTON 


D. James Guzy 
Director 
February 19, 2008 


/s/ Reep E. Hunpt 


John L. Thornton 
Director 
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/s/ Davi B. YOFFIE 


Reed E. Hundt 
Director 
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President, Chief Executive Officer, Director and 
Principal Executive Officer 

February 19, 2008 
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BOARD OF DIRECTORS 


Craig R. Barrett * 
Chairman of the Board 


Ambassador Charlene 
Barshefsky ê 

Senior International Partner 
Wilmer Cutler Pickering Hale and 
Dorr LLP 


Carol A. Bartz ' ° 
Executive Chairman 
AutoDesk, Inc. 


Susan L. Decker ? 
President 
Yahoo! Inc. 


D. James Guzy ' *' 
Chairman 

SRC Computers, Inc. 
A private corporation 


Reed E. Hundt * ? 
Principal 

Charles Ross Partners, LLC 
A private investor and 
advisory service 


Paul S. Otellini * 
President and 
Chief Executive Officer 


James D. Plummer’ * 
John M. Fluke Professor 

of Electrical Engineering 
Frederick €. Terman Dean 
of the School of Engineering 
Stanford University 


David S. Pottruck * ? ° 
Chairman and 

Chief Executive Officer 
Red Eagle Ventures, Inc. 


A San Francisco private equity firm 


Jane E. Shaw '* ° 

Retired Chairman and 

Chief Executive Officer 
Aerogen, Inc. 

A specialty pharmaceutical 
company 


John L. Thornton ? ? 
Professor and 

Director of Global Leadership 
Tsinghua University (Beijing) 


David B. Yoffie * 7 % © 
Max and Doris Starr 
Professor of International 
Business Administration 
Harvard Business School 


CO-FOUNDER 


Gordon €. Moore 
Co-Founder 


SENIOR ADVISOR 


Andrew S. Grove 
Senior Advisor 


1 Member of Audit Committee 


2 Member of Compensation 
Committee 


3 Member of Corporate 
Governance and Nominating 
Committee 


4 Member of Executive Committee 
5 Member of Finance Committee 

$ Lead Independent Director 

+ Committee Chairman 


**As of February 19, 2008 


CORPORATE OFFICERS 


Craig R. Barrett 
Chairman of the Board 


Paul S. Otellini 
President and 
Chief Executive Officer 


Andy D. Bryant 

Executive Vice President, 
Finance and Enterprise Services 
Chief Administrative Officer 


Sean M. Maloney 

Executive Vice President 

General Manager, 

Sales and Marketing Group 

Chief Sales and Marketing Officer 


David Perlmutter 
Executive Vice President 
General Manager, 
Mobility Group 


Arvind Sodhani 
Executive Vice President 
President, Intel Capital 


Robert J. Baker 
Senior Vice President 
General Manager, 
Technology and 
Manufacturing Group 


Anand Chandrasekher 
Senior Vice Presiden 
General Manager, 
Ultra Mobility Group 


Patrick P. Gelsinger 
Senior Vice Presiden 
General Manager, 
Digital Enterprise Group 


William M. Holt 
Senior Vice Presiden 
General Manager, 
Technology and 
Manufacturing Group 


Eric B. Kim 

Senior Vice President 
General Manager, 
Digital Home Group 


Patricia Murray 
Senior Vice President 
Director, Human Resources 


D. Bruce Sewell 
Senior Vice President 
General Counsel 


Sohail U. Ahmed 

Vice President 

Director, Logic Technology 
Development 


Louis J. Burns 
Vice President 
General Manager, 
Digital Health Group 


Douglas F. Busch 

Vice President 

Chief Technology Officer, 
Digital Health Group 


Robert B. Crooke 
Vice President 
General Manager, 
Business Client Group 


Leslie S. Culbertson 
Vice President 
Director, Finance 


Shmuel Eden 

Vice President 

General Manager, 
Mobile Platforms Group 


Ron Friedman 

Vice President 

General Manager, 

Mobility Microprocessor Group 


Ravi Jacob 
Vice President 
Treasurer 


Renee J. James 

Vice President 

General Manager, 

Software and Solutions Group 


Thomas M. Kilroy 
Vice President 

General Manager, 
Digital Enterprise Group 


Brian M. Krzanich 

Vice President 

General Manager, 
Manufacturing and Supply Chain 


Justin R. Rattner 

Vice President 

Director, 

Corporate Technology Group 
Intel Chief Technology Officer 


Stacy J. Smith 
Vice President 
Chief Financial Officer 


Stephen L. Smith 

Vice President 

Director, Digital Enterprise Group 
Operations 


William A. Swope 
Vice President 

General Manager, 
Corporate Affairs Group 


Richard G. A. Taylor 
Vice President 
Director, Human Resources 


Cary I. Klafter 
Corporate Secretary 


APPOINTED VICE 
PRESIDENTS 


Corporate Technology 
Group 


Joseph D. Schutz 
Director, 
Microprocessor Technology Lab 


Abel Weinrib 
Director, 
Corporate Technology Group 


Donald M. Whiteside 
Director, 
Technical Policy and Standards 


Digital Enterprise Group 


John D. Barton 
General Manager, 
Platform Validation Engineering 


Rani N. Borkar 
Director, 
Enterprise Microprocessor Group 


Diane M. Bryant 
General Manager, 
Server Platforms Group 


Gregory Bryant 
General Manager, 
Digital Office Platform Division 


Daniel J. Casaletto 
Director, Microprocessor 
Architecture and Planning 


Douglas L. Davis 
General Manager, Embedded and 
Communications Group 


James A. Johnson 
General Manager, 
Visual Computing Group 


Thomas R. Macdonald 
General Manager, 
Platform Components Group 


Rory M. McInerney 
Director, 
Enterprise Microprocessor Group 


Prasad L. Rampalli 
Director, 
End-User Platform Integration 


Clemente J. Russo 
Director, 
Boards Strategy 


Sunil R. Shenoy 
General Manager, 
Enterprise Microprocessor Group 


Kirk B. Skaugen 
General Manager, 
Server Platforms Group 


Ton Steenman 
General Manager, Embedded and 
Communication Processor Division 


Digital Health Group 


Patricia N. Perry 
General Manager, Healthcare 
Information Technology 


Digital Home Group 


Bradley D. Daniels 
Director, Engineering 


Jeffrey P. McCrea 
General Manager, 
Consumer PC Platform Group 


Finance and Enterprise 
Services 


James G. Campbell 
Corporate Controller 


Ron G. Hurle 
General Manager, 
IT Operations and Services 


John N. Johnson 
Chief Information Officer 


Christina S. Min 
Controller, 
Sales and Marketing Group 


Nanci S. Palmintere 
Director, 
Global Tax and Trade 


Corine Perez 
Controller, 
Digital Enterprise Group 


Ogden M. Reid 

Director, 

Human Resources Legal Services 
and Compensation and Benefits 


Dianne L. Rudolph 
Program Manager, 
Structure and Efficiency 


Kevin Sellers 
Director, Investor Relations 


Jacklyn A. Sturm 
Controller, Technology and 
Manufacturing Group 


Janice F. Wilkins 
Director, Internal Audit 


Intel Capital 


Angela Biever 
Managing Director, 
Consumer Internet Sector 


Kevin M. Corbett 
Managing Director, 
Media and Entertainment Sector 


Keith R. Larson 

Managing Director, 
Manufacturing, Memory and 
Health Sector 


Curt J. Nichols 
Managing Director, 
Digital Home Sector 


Sriram Viswanathan 
Managing Director, 
Mobility Sector 
General Manager, 
WiMAX Program Office 


Legal and Corporate 
Affairs 


Anne B. Gundelfinger 
Associate General Counsel 
Director, Global Public Policy 


Cary I. Klafter 
Director, Corporate Legal 


Suzan A. Miller 
Deputy General Counsel 


Steven R. Rodgers 
Associate General Counsel 
Director, Litigation 


Mobility Group 


Gil G. Frostig 
Director, Technology Capabilities 
and Operations 


Richard Malinowski 
General Manager, 
Client Components Group 


W. Eric Mentzer 
General Manager, 
Graphics Development Group 


Rama K. Shukla 
Director, Mobile Platform 
Program Office 


Gadi Singer 
Assistant General Manager, 
Ultra Mobility Group 


Shane D. Wall 

Director, 

Ultra Mobility Business Planning, 
Architecture and Software 


Elenora Yoeli 
CPU Design Manager, 
Ultra Mobility Group 


Sales and Marketing Group 


L. Wilton Agatstein, Jr. 
General Manager, Emerging 
Markets Platform Group 


John A. Antone 
Director, 
New Channels and Operations 


Paul Bergevin 
General Manager, 
Global Communications Group 


Nancy J. Bhagat 
Director, Integrated Marketing 


Corporate Directory (continued) 


(Sophia) Lee Fang Chew 
General Manager, Strategic 
Planning and Engagements 


Deborah S. Conrad 
Director, Team Apple 


Laura G. Crone 
Director, 

Global Accounts - Sun 
Microsystems 


Tammy L. Cyphert 
Director of Operations, 
Intel Americas, Inc. 


Steve Dallman 

General Manager, 
Worldwide Reseller Channel 
Organization 


John E. Davies 
General Manager, 
Intel World Ahead Program 


Gordon G. Graylish 
Assistant General Manager, 
Europe, Middle East, Africa 


Gerald J. Greeve 
Director, 
Intel World Ahead Program 


Donald J. MacDonald 
General Manager, 
Global Marketing 


Christian Morales 
General Manager, 
Europe, Middle East, Africa 


Stuart C. Pann 
General Manager, 
Customer Fulfillment, 
Planning and Logistics 


Gregory R. Pearson 
President, Intel Americas, Inc. 


Thomas A. Rampone 
General Manager, 
Channel Platforms Group 


Arthur W. Roehm 
Director, 
Global Accounts - Dell 


Navin Shenoy 
General Manager, Asia-Pacific 


Robert P. Swinnen 
Co-President, Intel K.K. (Japan) 


Xu (lan) Yang 
General Manager, 
Intel China Ltd. 


Kazumasa Yoshida 
Co-President, Intel K.K. (Japan) 


Software and Solutions 
Group 


Ricardo J. Echevarria 
General Manager, 
Enterprise Solution Sales 


Douglas W. Fisher 
General Manager, 
Systems Software Division 


Elliot D. Garbus 
General Manager, 
Developer Relations Division 


Jonathan Khazam 
General Manager, 
Client Solutions Software Division 


David O'Meara 
Managing Director, Havok 


Wen-Hann Wang 

General Manager, 

Software and Solutions and 
Product Development, China 


Technology and 
Manufacturing Group 


Mostafa Aghazadeh 
Director, Chandler Assembly 
Technology Development 


David A. Baglee 
Co-Executive Officer, 
IM Flash Technologies LLC*** 


Peng Bai 
Director, Derivative Logic 
Technology Development 


Nasser Bozorg-Grayeli 
Director, Assembly and Test 
Technology Development 


Craig C. Brown 
Director, Direct Materials 


Robert €. Bruck 
General Manager, Technology 
Manufacturing Engineering 


Peter Charvat 

Director, Portland Technology 
Development Patterning 

and Manufacturing 


Andrew A. Chien 
Director, Intel Research 


Maxine Fassberg 
General Manager, Intel Israel 
Fab 28 Plant Manager 


Steven R. Grant 
General Manager, 
iA Custom Foundry 


Gulsher S. Grewal 
Fab D1DR Plant Manager 


Timothy G. Hendry 
Fab 11X Plant Manager 


Franklin B. Jones 
General Manager, 
Customer Fulfillment, 
Planning and Logistics 


Jerry W. Knoben 
General Manager, 
Systems Manufacturing 


Michael C. Mayberry 
Director, 
Components Research 


Patricia A. McDonald 
Fab 20 Plant Manager 


Kaizad R. Mistry 
Director, Logic Technology 
Integration 


James R. OHara 
General Manager, 
Ireland Operations 
Fab 10/14 Plant Manager 


Sanjay D. Panditji 
Director, 
Systems Technologies 


Sunit Rikhi 

Director, 

Advanced Design, Logic 
Technology Development 


***49% owned by Intel 
Corporation, 51% owned 
by Micron Technology, Inc. 


Babak Sabi 
Director, 
Corporate Quality Network 


Neil R. Tunmore 
Director, Corporate Services 


Joshua M. Walden 
General Manager, 
Assembly and Test 


Randy L. Wilhelm 
General Manager, 
NAND Products Group 


Chiang Yuan Yang 
Director, Technology, 
Intel Mask Operation 


Siva K. Yerramilli 
Director, Design and 
Technology Solutions 


SENIOR FELLOWS 


Corporate Technology 
Group 
Kevin C. Kahn 


Director, Communications 
Technology Lab 


Justin R. Rattner 

Director, 

Corporate Technology Group 
Intel Chief Technology Officer 


Digital Enterprise Group 


Peter D. MacWilliams 
Staff Platform Architect 


Stephen S. Pawlowski 
Chief Technology Officer, 
General Manager, 

Architecture and Planning 


Software and Solutions 
Group 


Bryant €. Bigbee 
Director, Systems Software 


Technology and 
Manufacturing Group 
Mark T. Bohr 


Director, Process Architecture 
and Integration 


Yan A. Borodovsky 
Director, Advanced Lithography 


Robert S. Chau 
Director, Transistor Research 
and Nanotechnology 


Richard L. Coulson 
Director, I/O Architecture 


Eugene S. Meieran 
Director, Manufacturing 
Strategic Support 


lan A. Young 
Director, Advanced Circuits 
and Technology Integration 


FELLOWS 


Corporate Technology 
Group 
Shekhar Y. Borkar 


Director, Microprocessor 
Technology Lab 


Vivek K. De 
Director, 
Circuit Technology Research 


James P. Held 
Director, Tera-Scale 
Computing Research 


Stephen R. Mooney 
Director, I/O Research 


Mario J. Paniccia 
Director, 
Photonics Technology Lab 


Krishnamurthy Soumyanath 
Director, Communications 
Circuits Laboratory 


Digital Enterprise Group 


Matthew J. Adiletta 
Director, Communication 
Infrastructure and Architecture 


Ajay V. Bhatt 
Chief 1/0 Architect, 
Architecture and Planning Group 


John H. Crawford 
Director, Computer Architect 


Joel S. Emer 
Director, 
Microarchitecture Research 


Tryggve Fossum 
Director, 
Microarchitecture Development 


Glenn J. Hinton 
Director, lA-32 Microarchitecture 
Development 


Rajesh Kumar 
Director, Circuit and 
Low Power Technologies 


P. Geoffrey Lowney 
Director, Compiler and 
Architecture Advanced 
Development 


Rajendra S. Yavatkar 
Director, System-on-Chip 
Architecture 


Digital Health Group 


Eric Dishman 
Director, Product Research 
and Innovation 


Digital Home Group 


C. Brendan S. Traw 
Chief Technology Officer 


Legal and Corporate 
Affairs 


David B. Papworth 
Director, Microprocessor 
Product Development 


Mobility Group 


Siavash M. Alamouti 
Chief Technology Officer, 
Mobile Wireless Group 


Simcha Gochman 
Director, Future Mobile 
CPU Architecture 


Thomas A. Piazza 
Director, 
Graphics Architecture 


Shreekant Thakkar 
Director, Ultra Mobility Group 
Platform Architecture 


Ofri Wechsler 
Director, Mobility 
Microprocessor Architecture 


Software and Solutions 
Group 


Boris A. Babayan 
Director, Architecture 


Shivnandan D. Kaushik 
Director, Systems Software 


David J. Kuck 
Director, Parallel and 
Distributed Solutions 


Seckin Unlu 
Director, 
Enterprise Performance 


Technology and 
Manufacturing Group 


Gregory E. Atwood 
Director, Communication 
Technology Development 


Albert Fazio 
Director, Memory 
Technology Development 


Paolo A. Gargini 
Director, 
Technology Strategy 


Tahir Ghani 
Director, Transistor 
Technology and Integration 


Knut S. Grimsrud 
Director, Storage Architecture 


William J. Grundmann 
Director, Computer-Aided 
Design Research 


Karl G. Kempf 
Director, 
Decision Technologies 


Kelin J. Kuhn 
Director, 
Logic Device Technology 


Shiuh-Wuu Lee 
Director, Advanced Circuit 
Modeling and Simulation 


Jose A. Maiz 
Director, Logic Technology 
Quality and Reliability 


Neal R. Mielke 
Director, Reliability Methods 


Devadas D. Pillai 
Director, Operational 
Decision Support Technology 


Valluri R. Rao 
Director, Analytical and 
Microsystems Technologies 


George E. Sery 
Director, Device Technology 
Optimization 


Swaminathan Sivakumar 
Director, Lithography 


Gregory F. Taylor 
Director, Mixed Signal 
Circuit Technology 


Clair Webb 
Director, Circuit Technology 


Kevin X. Zhang 

Director, Advanced Memory 
Circuits and Technology 
Integration 


Investor Information 


Investor materials. www.intc.com —Intel's Investor Relations home 
page on the Internet contains background on our company and our 
products, financial information, frequently asked questions, and our 
online annual report, as well as other useful information. For investor 
information, including additional copies of our Annual Report/10-K, 
10-Qs, or other financial literature, visit our web site at www.intc.com 
or contact Computershare Investor Services, LLC by phone at (800) 
298-0146 (U.S. and Canada) or (312) 360-5123 (worldwide), or by 
e-mail through Computershare's web site at www.computershare.com/ 
contactus; or call Intel at (408) 765-1480 (U.S.); (44) 1793 403 000 
(Europe); (852) 2844 4555 (Hong Kong); (81) 298 47 8511 (Japan). 
Intel on NASDAQ. Intel's common stock trades on The NASDAQ Global 
Select Market* under the symbol INTC. 

Direct stock purchase plan. Intel's Direct Stock Purchase Plan allows 
stockholders to reinvest dividends and purchase Intel common stock 
on a weekly basis. For more information, contact Intel's transfer agent, 
Computershare Investor Services, LLC, by phone at (800) 298-0146 
(U.S. and Canada) or (312) 360-5123 (worldwide), or by e-mail through 
Computershare's web site at www.computershare.com/contactus. 
Transfer agent and registrar. Computershare Investor Services, LLC, 
250 Royall Street, Mail Stop 1A, Canton, MA 02021 USA. Stockholders 
may call (800) 298-0146 (U.S. and Canada) or (312) 360-5123 
(worldwide), or send e-mail through Computershare’s web site at www. 
computershare.com/contactus with any questions regarding the transfer 
of ownership of Intel stock. 

Independent registered public accounting firm. Ernst & Young LLP, 
San Jose, California, USA. 

Corporate responsibility. Intel brings technology, vision, and hands-on 
commitment to advancing people's lives and sustaining the planet. Intel 
remains a recognized world leader in corporate responsibility. We seek 
continuous improvement in the way the company is governed internally 
for the benefit of our stockholders, employees, communities, and other 
stakeholders. Our Corporate Responsibility web site at www.intel.com/ 
go/responsibility includes our latest Corporate Responsibility Report, 
which details our performance on a wide variety of environmental, 
health, and safety issues, including social and community programs 

as well as Intel's workplace. The web site also includes our Corporate 
Governance Guidelines and Code of Conduct. 

Intel is a recognized leader in sustainability for the way we 
responsibly manage our operations and design environmentally friendly 
products. We believe that technology is fundamental to finding solutions 
to the world's environmental challenges. In 2007, we announced 
initiatives to: construct the industry's first 45nm LEED-certified “green 
fab” in Chandler, Arizona; manufacture our 45nm processors using a 
lead-free process; and partner with Google and others to launch the 
Climate Savers Computing Initiative. In addition, the U.S. Environmental 
Protection Agency recently recognized Intel as the largest purchaser 
of green power in the history of its Green Power Partnership program. 


We strive to operate with uncompromising integrity and to be an 
asset to our communities. We believe that our business success 
depends on our ability to continue to be a trusted, responsible, open, 
and engaged corporate citizen. Community involvement is, and has 
been, a key part of Intel culture at every site at which we operate. 
More than one-third of our employees around the world contribute 
hundreds of thousands of volunteer hours each year to support 
local education and environmental programs, and build stronger 
communities through long-term relationships. 

Through our education initiatives, we collaborate with educators 
and governments worldwide to advance 21st century education and 
prepare young people for success. Focused on improving teaching and 
learning through the effective use of technology and advancing math, 
science, and engineering education, Intel invests approximately $100 
million annually in programs in more than 50 countries. In 2007, Intel 
reached more than 1 million teachers through our Intel” Teach Program, 
and we launched the online version of the Intel Teach curriculum at 
the 2007 Clinton Global Initiative conference. Since its inception in 
1998, Intel Teach has reached more than 5 million teachers in over 
40 countries, and we plan to reach 8 million more by 2011. Complete 
information is available at www.intel.com/education. 

The Intel World Ahead Program aims to enhance lives by accelera- 
ting access to uncompromised technology for everyone, everywhere. 
Focused on developing communities, the program integrates and 
extends our efforts to use technology to help people improve their lives. 
We are working with governments, development organizations, and 
community groups to advance progress in four main areas: accessibility, 
connectivity, education, and localized content. Our goal is to not only 
extend affordable access but also develop PCs tailored to local needs, 
drive critical connectivity, cultivate sustainable local capabilities, and 
provide the education needed to make a difference in people's lives. 
More information is available at www.intel.com/intel/worldahead. 

In 2007, Intel received more than 50 awards and recognitions 
around the world for our work in the community, education, and overall 
corporate citizenship. Corporate Knights, Inc. again named Intel one 
of the 100 Most Sustainable Corporations in the World; Intel was the 
Technology Market Supersector Leader of the Dow Jones Sustainability 
Index for the seventh consecutive year and the only U.S.-based 
company named a Supersector leader; and Intel topped Corporate 
Responsibility Officer magazine's exclusive “10 Best Corporate Citizens 
by Industry 2007” list in the Technology Hardware category. 

The Intel® brand. The Intel brand is consistently ranked as one of the 
most recognizable and valuable brands in the world. It represents our 
commitment to moving technology forward and is the embodiment of 
what we make possible for people everywhere. As the world leader in 
semiconductor technology, we relentlessly focus on industry leadership, 
innovation, and growth. Our microprocessors and innovative technol- 
ogies help extend what technology can do for people. 


Intel, Intel logo, Intel. Leap ahead., Intel. Leap ahead. logo, Intel Core, Intel386, Centrino, and Pentium are trademarks of Intel Corporation in the U.S. and other countries. 


*Other names and brands may be claimed as the property of others. 
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